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(Deposition of Carl M. Johanson.) 

Q. And from the conditions which existed at that 
time you could not determine but what they would 
continue the same way ? 

A. We could not anticipate that the depression 
would exist so long as it has. 

Q. Did the tariff have anything to do with it? 

A. Well, there was no tariff that interfered with 
the hunber industry up to the present administra- 
tion. 

Q. Was there not an agitation for free timber at 
that time? : 

A. Well, there was an agitation, but there was no 
law, as I remember it, that affected the lumber in- 
dustry. 

Q. Transportation had a lot to do with it? 

A. Yes, transportation had something to do with 
it, but the main thing was the general depression 
throughout the country in all lines of business. 

Q. That was at the time when all the banks of the 
country went upon the scrip basis? ea NES 

Q. Now, you were asked in regard to the market 
value of the property, as to the value of the stock; 
as a matter of fact, the stock was never put on the 
market, was it—it was never offered for sale? 

A. Well, stock of that character in an industrial 
corporation has no market value. When you speak 
of stock having a market value you mean it is being 
bought and sold, probably. This has never had that. 

Q. You never put any of the stock on the market 
ov anything of the kind? eNO. Sit, 

@. —so that the value could be ascertained. 
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A. The stock would be worth what the assets of the 
company represented, less the obligations. [249] 

Q. Well, as a matter of fact, it is pretty hard to 
determine what the value of Gold Bar was in 1907-8? 

A. The value of Gold Bar in 1907—we had to 
look at it from the way the conditions were at that 
time. 

@. Then it is a hard matter to determine, is it not 
—that is, you have your opinion about it and another 
man has his opinion about it. 

A. Well, that is true to some extent. Of course 
we base our conclusions on what the other property 
of the same kind sells for in arriving at the value. 

Redirect Examination. 

Q. (Mr. RIDER.) Mr. Johanson, were you pres- 
ent when each of those photographs were taken? 

A. I was, as I remember; at least they were all 
taken there. 

Q. Do you remember where the photographer was 
standing when he took the two photographs marked 
plates 1 and 2, which are Exhibit No. 1? 

A. Yes, sir, he was standing on a high stump. 

@. Whereabouts, in reference to the mill prop- 
erty? 

A. North of the mill, a little northeast, mostly 
north. 

Q. Do you remember about how far he was from 
the mill? 

A. About three-quarters of a mile, half a mile to 
three-quarters of a mile. 

Q. From the mill? A. From the mill. 
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Q. Do you remember where he was in reference to 
the pond; how close he was to the edge of the pond? 

A. Well, the pond is right at the mill; it is a little 
nearer to the pond than the mill, on account of the 
pond running northeast from the mill. 

Q. Do you remember where the railroad runs out 
along the edge of the pond there? 

A. Yes, a logging road. 

Q. How close was he to that logging road, if you 
remember ? [250] 

A. Well, he was about one-eighth of a mile, I 
should say, maybe a quarter. 

Q. From the road that runs in to the mill? 

A. Yes, from the logging road; he may not have 
been more than one-eighth of a mile—about one- 
eighth of a mile—it is not a long distance. 

Q. Do you remember where he was standing when 
plate No. 3, which is Exhibit No. 2, was taken? 

A. I cannot place this picture, excepting that it is 
in the valley. 

Q. Do you remember where he was standing when 
plates No. 4 and 5, being Exhibit No. 3, were taken. 

A. Well, he was standing about the same locality 
as where he took this picture No. 3, except that he 
turned the camera in a different direction. This No. 
3 is a little nearer to the hill than this. 

Q. Don’t you remember that after the first expos- 
ures were taken we walked down the railroad and 
then down the country road to get to the position 
where No. 3 was taken ? 

A. Yes. There is part of that in both pictures. 
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(). But we were down closer. 

A. Yes, we were close up to it. Here is where we 
were, down around that house. 

(). This bunch of timber which appears in the cen- 
ter of plate No. 2, and back of the house shown in the 
picture, can you find that timber on plate No. 4? 

A. It is out there (showing). 

Q. That is the timber on the left of plate No. 4? 

A. Yes, sir, right there (showing). This is Just 
a little scrap stuff here, it is not even piling, just 
small stuff. . 

Q. On plate No. 6, being Exhibit No. 4, you say 
that is not part of the Gold Bar property? 

A. This was disposed of in the early days—awav 
up yonder is some of the logged-off land. [251] 

Q. I refer to the foreground of Exhibit No. 4. 
Was there any of that that was not part of the Gold 
Bar property ? 

A. It was in the early days, but then that was sold. 
I think most of it was sold by Lewis before we ac- 
quired it. 

Q. Now, the logged-off land shown in Exhibit No. 
2, is that now owned by the Gold Bar Lumber Com- 
pany ? 

A. No, that was sold; this valley land, most of it, 
was sold early. 

Q. Before or after you acquired it? 

A. Some of it was sold after we acquired it and 
some of it before; most of it was sold in 1908-9, or 
somewhere along there. 

Q. Now, what proportion of the valley land that 


us. F. G. Noyes. 329 


(Deposition of Carl M. Johanson.) 
is part of the Gold Bar Lumber Company’s property 
is shown in Exhibit No. 1 (showing) ? 

A. There is no valley land shown here; it is all 
hill land. 

Q. Is none of the foreground there valley land? 

A. Well, there might be just a little strip—well, it 
might be up about there (showing). This house 
seems to be right at the base of where the foothills 
begin. 

@. Then from the house to the bottom of the pic- 
ture, that is from a line drawn lengthwise through 
the house, the lower portion of the picture would rep- 
resent valley land. 

A. Yes. Well, the picture itself shows the demar- 
eation where the hills begin to rise. 

Q@. Now, you said that a portion of Exhibit No. 1 
was not a part of the property of the Gold Bar Lum- 
ber Company; what part of it does not belong to the 
Gold Bar Lumber Company ? 

A. Well, this covers an area of several square 
miles. 

Q. Is any of the standing timber shown there not 
belonging to the Gold Bar Lumber Company ? 

A. Yes, this is all Port Blakeley holdings up here. 

Q. The standing timber on plate No. 1? 

A. Yes, sir; back of here where you see the logged- 
off land, back of this standing timber is Gold Bar. 

Q. That is back of the mountain, back of the tim- 
ber? [252] 

A. Yes, sir; and the timber running up here is also 
part of the Gold Bar holdings. This here on the 
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right of the picture is Stimson’s holdings. 

Q. On this picture the background extends quite 
a distance. 

A. On this picture you can see probably thirty or 
forty miles up the mountain. 

Q. On Exhibit No. 3 there appears rough ground 
in the foreground with a little timber on the left of 
it? ihe SUS 

Q. And the rest of it logged off—is that part of 
Gold Bar property ? 

A. That was a part of it until we sold it to Jenson 
last year. 

. What portion was sold to Jenson? 

. We sold him a thousand acres. 

. Of this ridge? A. Yes, sir. 

. That logged-off ridge? A. Yes. 

And when was that sold to Jenson ? 

. About a year ago. 

How much did the company get for it? 

. A dollar an acre. You can see the exposed 
rocks here. 

Q. What, in your opinion, was the value of Gold 
Bar property in the last of June, say June 30th, 
1908 ? 

Mr. McGINN.—I make the same objection to that, 
that the witness is not shown to be competent to tes- 
tify. 

A. Well, it would be the same basis I valued it at 
in March, 1908. 

Q. (Mr. RIDER.) Do you think it was worth the 
same price? 


>OorODOPSO 
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A. The original investment, plus interest on the 
investment at six per cent up to that time? 

Q. Up to June 30th? A. Yes. 

Q. What would you say was the value of the Gold 
Bar Lumber Company property in September, 1909? 
[253] 

Mr. McGINN.—To which we object on the ground 
that it is irrelevant, immaterial, incompetent and 
calling for the personal opinion of the witness, the 
witness not shown to be qualified to answer, it not 
being shown that he is acquainted with the number 
of feet of lumber upon the property or the value of 
the lumber per thousand feet, the improvements, ete. 

A. Well, on account of the continued poor market 
in lumber it was not worth as much as it was in 
1908, in my Judgment. 

Q. (Mr. RIDER.) Just give me what you think 
it was worth. 

A. Well, that would be a matter purely of opinion. 

Q. I understand that. 

A. There was no property of any consequence was 
changing hands so as to determine the market value 
of it. From an investment standpoint, in 1908, it 
was not worth near as much as it was in 1907, and in 
1909 in my judgment it was worth less. 

Q. Is that as close as you can get to what its mar- 
ket value was in September, 1909 ? 

A. Yes. You must remember that in carrving a 
proposition of that character, paying taxes, insur- 
ance, care of the property and so forth, it runs up to 
about fifteen thousand dollars a year, and when the 
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market is such that it don’t pay to operate, if you are 
running behind and can’t operate and paying back 
stumpage on an investment basis you are going back 
—and this was the case. 

@. You say your mill was not in operation at that 
time ? 

A. I could not say whether it was or not. It was 
yun intermittently—it was intermittently—it was 
started up and closed down from time to time, and 
that was a bad policy, because every time they started 
up it cost us ten thousand dollars to get their tools 
together, and it was very expensive—we lost our or- 
ganization and it was expensive to get them together 
again. 

Q. What would you say was the market value of 
the property in May, 1910? [254] 

Mr. McGINN.—That is objected to on the ground 
that the witness is incompetent; he already testified 
that he cannot testify as to the market value. 

A. Well, in 1910 I should say that the value of 
the property had shrunk a good deal more and it was 
worth less than it was in 1909. 

Q. (Mr. RIDER.) ‘That is as near as you can get 
to a valuation of 1t? 

A. Oh, yes, due to the continued depressed condi- 
tion of the lumber business and the cost of carrying 
it and the cost of overhead charges, such as taxes, 
insurance, interest, depreciation by reason of being 
shut down. 

Q. Well, you said a while ago, in answer to a ques- 
tion of Mr. MeGinn’s that you thought its present 
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valuation was about $250,000. Now, have those same 
causes which you referred to as reducing its value 
down to 1910, been influences which reduced it from 
1910 on down to now? 

A. That is the principal thing. The condition of 
the lumber market which has continued up to the 
present time with the exception of a little flurry last 
year, has been the cause of the depreciation, and also 
poor management in closing it, for one thing—open- 
ing and closing the mill at various times, which is 
expensive. 

Q. Now, you were for a time in charge of that mill 
as manager? A. I was, yes, sir. 

Q. During what time? 

A. I was in charge from May, 1906, or from the 
first of June when they took possession of it until 
MOT; in July, I think, 1907. 

Q. And then have you been in charge of it since 
July, 1907? 

A. I was in charge of it—I looked after it for 
about a year. 

Q. What year was that? 

A. Last year. I was looking after it in an advis- 
sory capacity, a directory way, with McKenzie. 
[255 | 

Q. During the time that vou owned an interest in 
that Gold Bar stock, have vou had occasion to go out 
and examine the property? mee! eave. 

Q. And you kept yourself informed as to its con- 
dition ? 

A. Yes; especially while T was manager, and espe- 
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cially since—more particularly since Mr. Armstr ong 
ceased to be manager. 
@. Who is the manager of it at the present time? 
A. Mr. McKenzie. 


Recross-examination. 

Q. (Mr. McGINN.) Mr. Johanson, you were 
manager of that property from the time that it was 
purchased by you and the Fairbanks Banking Com- 
pany up to what time? 

A. I think it was July Ist, 1907. 

Q. Then Mr. Armstrong was put in as manager? 

A. Yes, sir. 

(). I believe you stated that on account of his man- 
agement of the property you feel that the property 
depreciated in value. A. Yes, sir. 

Q. Can you say to what extent ? 

A. No, I could not. 

Q. Twenty-five per cent? 

A. No, I could not say that—on account of other 
causes, the principal of which was the depressed lum- 
ber market. 

Q. But under more favorable management the 
value of the property would have been a great deal 
greater, would it not, than you placed on it? 

A. If it was conserved more, in my Judgment. 

@. Can you estimate what that would be? 

A. No, it is impossible. 

Q. Now, you say that from 1907 the property has 
gradually declined in value? A. Yes, sir. [256] 

Q. It declined in 1908, that is, it declined in 1908 
from the value it had in 1907, and it declined in 1909 
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from the value it had in 1908, and it declined in 1910 
from the value it had in 1909, and it declined in 1911 
from the value it had in 1910, and ‘it declined in 1912 
from the value it had in 1911, and it declined in 1913 
from the value that it had in 1912. 

A. Well, it did not decline during the last year, be- 
cause the mill, while it operated, did a little better 
than break even. 

Q. Then up to that time you would say that it de- 
elined each year? A. Yes. 

Q. Now, you fixed the value upon this property in 
1910? 

A. Here is the way I based my estimate on it—the 
timber has been continually reduced, the standing 
timber, by operation; we have got a big plant up 
there with a small body of timber, and when that 
timber is cut out the investment that we carry in 
plant and machinery, logging railroad and so forth, 
is largely nill. 

Q. And has there been much timber cut since 1910? 

A. Yes, sir; there has been quite a lot of timber 
eut; I could not say just how much—the books will 
show that. 

Q. You would consider the value of the property 
in 1910 greater than at the present time, would you 
not? 

A. Certainly, there was more timber behind it. 

Q. How mueh greater would you say—can you 
tell? A. No, I could not. 

Q. You would not estimate that? A. No. 

Q. Do you know that Mi. Noyes, the receiver, of- 
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fered to sell the bank’s interest in that property for 
$225,000? 

Mr. RIDER.—I object to that as irrelevant, imma- 
terial and incompetent. 

A. I don’t know anything about it. 

Q. The opinion which you have expressed in re- 
gard to the value of this property is from your own 
point of view? [257] A. Absolutely. 

(). What you would take for it. 

A. Well, with regard to the conditions as they ex- 
isted in the lumber market? . 

Q. During the various times? dha MUGS. Sie, 

Q. But it is really what you would take for your 
investment ? 

A. Yes, and probably the most I could get. 

Q. Well, you put in $50,000, didn’t you? 

A. I put in $60,000. 

Q. And that was a considerable portion of the 
money which you had at that time? A. Yes. 

Q. And particularly was the biggest investment 
which you had? ae YS: 

Q. You were a minority stockholder in the con- 
cern ? TM NESS 

Q. And you did not have the management of it? 

A. No. 

Q. And you have felt that it has been misman- 
aged ? A. Absolutely. 

Q. And you fixed this price upon what you would 
have taken to have gotten out? es: 

Q. When you were over there was your expenses 
allowed by the receiver? A. Over where? 
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Q. To Gold Bar. 

A. I was allowed a salary, yes. 

Q. How much were you allowed? 

A. I was allowed a hundred and— 

Mr. RIDER.—I object to that as irrelevant, imma- 
terial and incompetent. 

A. (Continuing.) My salary, probably, averaged 
one hundred and [258] seventy-five dollars a 
month. 

Q. (Mr. McGINN.) Was that the time you went 
over there with Mr. Rider? 

A. Well, I was in charge then. 

Q. How long were you in charge then? 

A. Well, I was in charge probably about a year. 

Q. And you were allowed one hundred and seven- 
enty-five dollars? A. Yes. 

Q. Was the mill in operation? 

A. —and I want to state while this question is up, 
that I have spent about two-thirds of my time up 
there at the mill. 

Q. Was Mr. McKenzie there? 

un Ele avasathere, yes. 

Q. Was the mill in operation ? 

A. The mill was in operation, yes. 

Q. I am speaking of the expenses you incurred 
during the time that Mr. Rider and you went over 
there and took these photographs; was that allowed 
by the receiver also? 

A. Why, I had nothing to do with that; that was 
his business. I don’t know anything about that. 

Q. Well, who paid your expenses? 
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A. Well, I paid my own expenses. 

@. Were you reimbursed for it? 

A. No;no more than my salary. I didn’t consider 
I went up there on Mr. Rider’s business. I was 
going up on the mill’s business and Mr. Rider said 
he wanted to go up with me and that was all there 
was about it, and he paid his own expenses, [ suppose. 

@. What were your duties as manager? 

A. Looking after things, keeping the thing to- 
gether. 

(. And you maintained an office here in Seattle at 
the same time? A. Yes. 

Q. What were you doing here? [259] 

A. Well I was in the bond business; but I devoted 
very little time to it—my partner attended to that. 

(). Mr. McKenzie had been over there in charge of 
the Gold Bax for some considerable time before that, 
hadn’t he? A. No, Mr. Armstrong was in charge. 

Q. You were really manager from the time Arm- 
strong left? 

A. That is, Mr. McKenzie has submitted all ques- 
tions since Mr. Armstrong went, to me. There was 
no executive officer, according to the by-laws, that 
could conduct the business—I was the only one. Mr. 
Barnette took no interest in the business for many 
years, as you know, perhaps. 

Q. You are a partner of Mr. Noyes, the receiver? 

A. No. 

@. A stockholder with him in the mill? 

A. No, sir. 

Q. You were interested with him? 
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A. Iwas, in the early days; I have not during—I 
have no interest with Mr. Noyes during the time that 
he has acted as receiver. 

Q. When did you sell—did you sell out to Mr. 
Noyes? Ae No, sit 

Q. Who did you sell out to? 

Mr. RIDER.—Objected to as irrelevant, imma- 
terial, incompetent, and I move to strike out all this 
on the same ground. 

The WITNESS.—I think this is going into my 
own personal matters. 

Mr. McGINN.—I am going to ask the questions 
anyway. 

Q. In 1905 and 1906, you were engaged in the 
lumber business in Fairbanks? A. Yes. 

Q. You and Mr. Mills? A Ves, 

@. And you were conducting a mill? 

A. Yes. [260] 

Q. And then you consolidated with Mr. Noyes and 
with Carroll and his partner ? 

Mr. RIDER.—I object to this as irrelevant, imma- 
terial and mcompetent. 

Fe eS Sil" 

@. (Mr. McGINN.) You then became associated 
in business with Mr. Noyes? 

A. I was not associated with him. I was holding 
stock in the Tanana Mill Company, like Mr. Parker 
and Mills and Carroll. 

@. You were all interested in this ore concern ? 

A. Yes. 

Q. How long did that continue? 
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A. I sold out my interest—my stock, about two 
years ago. 

Q. To whom did you sell it? 

A. I sold out to Noyes—I did not sell it myself— 
the money that was received from the stock went to 
the Scandinavian-American Bank in Tacoma. They 
practically sold the stock. [261] 


State of Washington, 
County of King,—ss. 

I, N. W. Bolster, a notary public within and for 
said State, do hereby certify that on the second day 
of March, A. D. 1914, before me, as a notary public, 
the testimony of the foregoing witnesses W. G. Cas- 
sells and Car] M. Johanson was taken pursuant to the 
notice and stipulation hereto attached; the said wit- 
nesses before testifying were by me first duly sworn 
to testify the truth, the whole truth and nothing but 
the truth; that I took such depositions accurately in 
shorthand and thereafter transcribed the same, and 
that the foregoing is a full, true and correct tran- 
script of said shorthand notes; and I further certify 
that during the taking of the deposition of W. G. 
Cassels two documents used in connection with the 
examination of said witness were by me marked for 
identification of exhibits ‘‘1’’ and ‘‘2,’’ and returned 
to counsel for defendant; that during the examina- 
tion of the witness Carl M. Johanson certain photo- 
graphs identified by and used in the examination of 
said witness were by me marked as exhibits ‘‘1,’’ *°2,”’ 
*3”? and ‘‘4”’ to the deposition of Carl. M. Johanson 
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and the same are returned herewith as part of said 
deposition. 

IN WITNESS WHEREOF I have hereunto set 
my hand and affixed my notarial seal this 3d day of 
March, A. D. 1914. 

[Seal] Nowy) BOLSTER, 
Notary Public in and for the State of Wahington, 

Residing at Seattle. 

Notary’s fees paid by plaintiff, $36.75. 

N. W. BOLSTER, 
Notary. 

[Endorsed]: Filed in the District Court, Territory 
of Alaska, 4th Div. Apr. 22,1914. Angus McBride, 
Clerk. By P.R. Wagner, Deputy. [262] 


[Testimony of Sidney Stewart, for Plaintiff 
(Resumed). |] 

Q. Mr. Stewart, on yesterday you produced some 
notes executed by Mr. Barrett, and they have been 
referred to—or, at least one of them—as being 
secured by some insurance. Will you produce the 
note that has been referred to as secured by msur- 
ance? 

Mr. RIDER.—In view of the fact that this note is 
not paid, I ask permission to supply a copy of it as: 
an exhibit, so that the original may be retained by the 
receiver, together with the indorsements. (Reads 
ambit ~*O.’’) 

[Plaintiff’s Exhibit ‘‘O’’—Note from Wm. Barrett. | 
*¢£16,950.63. Fairbanks, Alaska, June 16, 1906. 
On demand, after date, for valuc received I 
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promise to pay to the order of Fairbanks Banking 
Company at the office of Fairbanks Banking Com- 
pany, Fairbanks, Alaska, the sum of Sixteen thou- 
sand nine hundred fifty 68/100 dollars, with in- 
terest thereon at the rate of twelve per cent per 
annum, both principal and interest payable in lawful 
money of the United States of America. Secured by 
fire ins., loss. Due; Demand. 

WILLIAM BARRETT.”’ 

Q@. My. Stewart, will you turn to the books show- 
ing the entry of this note on the books of the bank? 
(Witness turns to book.) 

Mr. McGINN.—Q. What book is that, Mr. 
Stewart ? 

A. This is the register of loans and discounts of 
the [263] Fairbanks Banking Company, partner- 
ship. 

Mr. RIDER.—Q. What date does it appear to 
have been entered ? 

A. Under date of June 23, 1906. 

Q. What payments, if any, are shown on that book 
upon this note, and the date of them, and what dis- 
position is made of the note, according to the record? 

Mr. CLARK.—What page are you reading from? 

A. Page 40. Payments: 9/15 $474.45; 4/1 $2800.- 
00; 4.16 $3581.15. 

Mr. RIDER.—What year? 

A. The year is not marked on that. 3/24/09 
$1687.45; 12/31/09 $8407.58. 

Q. Look at the books showing that entry of Decem- 
ber 31, 1909, and show how that entry was put 
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through the books, what the debits and credits are. 

A. I haven’t the general tickets for that. 

Q. Can you find the accounts that that entry went 
into? | 

Mr. McGINN.—Your purpose is to show that that 
was charged off as a bad debt? 

Mr. RIDER.—Will you admit that that was done 
on December 31, 1909? 

WITNESS .—$8,407.58 was credited to their loans 
and charged to a bad debt account, included in a total 
sum of some $23,000 with some other items. That 
all was charged to the profit and loss account. 

Mr. RIDER.—I want to offer in evidence the in- 
dorsements which, without reading them, are iden- 
tical with the entries read from the book, excepting 
they do not show the December 31st credit of $8,000. 

Mr. McGOWAN.—Those payments are all made 
on the principal. 

Mr. RIDER.—I will read them: September 15, 
1906. Paid on account $474.45. April 1, 1908, ditto 
€2,800. April 16, 1908, paid [264] on principal 
$3,581.15. March 24th, ditto, $1,687.45. 

Q. Now Mr. Stewart, this note savs it is secured 
by fire insurance loss. Tas the receiver in his posses- 
sion the security referred to in the note? 

DANO sir: 

Q. Has it ever been in the possession of Mr. Noyes, 
as receiver ? eNO sur 

Q. Another note was referred to in the testimony 
of Mr. Cassels, being a Casey note of $40. Do you 
remember that note ? he Cs sir, 
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Q. Have you that note? 

A. Yes, sir. (Produces same.) 

Q. For the purpose of identifying the note in the 
contract with this Casey note, signed by William 
Casey, I produce the note. I don’t care to read it in 
evidence, unless you dispute that this is the note 280 
referred to in the contract. 

Mr. McGINN.—No, we don’t dispute that. 

Mr. RIDER.—Signed by William Casey and A. H. 
Saylor. The original note was $45. There is a label 
posted on it that says $45. Now, Mr. Stewart, do you 
know of demand having been made on William Casey 
for payment of this note? Aes asit 

Q. When, as near as you can recollect ? 

A. I believe in 1911, in the summer of 1911 Casey 
was outside. I believe it was that fall of 1911 that 
he came in from the outside. 

Q. Was the note paid? A. No, sir. 

Q. What did Mr. Casey do? 

A. He refused to pay the note. 

Q. Why? 

A. I believe he said that Barnette should have paid 
the note. [265] 

Mr. RIDER.—With the right to supply a copy of 
this note, I offer it in evidence (Reads same) 7 

“845.00. Fairbanks, Alaska, March 31, 1905. 

For value received, 60 days after date, we promise 
to pay to the order of Fairbank Banking Company 
at their bank office in Fairbanks, Alaska, forty-five 
dollars in gold coin of the United States of America 
of the present standard value, with interest thereon 


us. F. G. Noyes. 341 


(Testimony of Sidney Stewart.) 

at the rate of twelve per cent per annum from 
maturity until paid. If not paid when due, the in- 
terest to be added to and becomne a part of the prin- 
cipal, and the whole sum of both principal and 
interest to bear interest thereafter at 12 per cent per 
annum, interest to be paid—————, and if not so 
paid, the whole sum of both principal and interest to 
become immediately due and collectible at the option 
of the holder of this note. In case suit or action is 
brought to collect this note or any portion thereof, 
we promise to pay, in addition to the costs and dis- 
bursements provided by statute, a reasonable amount 
of attorney fees in said suit. All indorsers, sureties, 
guarantors and assignors severally waive present- 
ment for payment, protest, and notice of protest for 
non-payment of this note, and all defenses on the 
ground of any extension of time of its payment that 
may be given by the holder or holders of them or 
either of them or the maker or makers thereof.’’ 

(Signed) WILLIAM CASEY 

ASCeSAVLOT” 

No. 280. [266] 

Mr. RIDER.—Q. On yesterday afternoon vou 
were examined respecting certain items which had 
been charged to bad debt accounts of the partnership, 
and also in reference to charges to profit and loss by 
the corporation, of those items. Now, I wish vou 
would again refer to that profit and loss account of 
December 31, 1909 and tell the Court, in addition to 
the notes that were included in the bad account of the 
partnership, what other notes were transferred by 
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the partnership to the corporation and subsequently 
charged off on December 31, 1909 by the corporation. 

Mr. CLARK.—We object to the form of the ques- 
tion, because there is no such account as ‘‘bad debt 
account.’’ The account he refers to is ‘‘doubtful 
account.”’ 

Mr. RIDER.—Let Mr. Stewart state whether that 
1s correct or not. 

A. The Fairbanks Banking Company, a partner- 
ship, carried an account they called a ‘‘doubtful 
account’’; the Fairbanks Banking Company, a cor- 
poration, charged certain loans to a bad debt account, 
and then the bad debt account was charged to profit 
and loss. The corporation carried no doubtful 
[267] account. 

Mr. RIDER.—Q. Having those three accounts in 
mind; the doubtful account of the partnership, and 
bad debt account of the corporation, and the profit 
and loss account of the corporation, tell the court 
what notes went into those accounts which were in- 
cluded in the notes sold by the partnership to the cor- 
poration, and the dates when they went in there. 

A. Of the notes taken by the Fairbanks Banking 
Company from the partnership, on March 16, 1908, 
there was later charged to profit and loss an amount 
of $22,654.08. 

Q. The date of that? 

A. Well, there ave several different dates. The 
first—(Int.) 

Q. You can show in vour own way, then. 

A. The bulk of those items were charged on 
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December 31, 1909. On January 6, 1909, there were 
part of them charged—There was one item I recol- 
lect now. 

Q. Was the first of them charged off on December 
31, 1909? 

A. The bulk of them were charged off on December 
31, 1909, but there were others on other dates. 

Q. Specify the notes you refer to, and the dates 
they were charged off, having in mind the notes trans- 
ferred to the corporation by the partnership. 

A. There is quite a long list to read, and there is 
only one other date outside of that. 

Q. Give us the note. 

A. That is on September 6, 1910. 

Q. Commence at the beginning. The first notes 
that were charged off that are included in this con- 
tract. A. Number 1054, J. Worgan. 

Mr. RIDER.—In the petition in paragraph 9 it is 
correctly stated as J. Worgan, but in the lst it is 
listed as J. Morgan. [268] A. That is for $200. 

Q. The next note is number 1225. That is the Bar- 
nette note. 

A. The amount that was charged to profit and 
loss was $8,407.58. That was held at that time at 
$16,476.18. 

Mr. McGinn—Q. What date was that charged off? 

A. That was December 31, 1909. 

Note number 1376, Fred Schaupp. That was held 
at that time at $4,420. There was $3,785.22 charged 
to profit and loss December 31, 1909. 

Number 14385. Brazean. Held at that time at 
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$400. That was held at $400, and $102 was charged 
to profit and loss September 6, 1910. 

The next note is number 1530. This is the Fair- 
banks Commission House, Fenwick & Hachen. 

Q. What is the date of that? 

A. This is for $2,000. 

@. Have you the Fenwick note there? 

A. This is for $2,000. This is the note signed by 
George Fenwick. 

Mr. McGINN.—Does your question go to the notes 
that were charged off by the partnership in 1907? 

Mr. RIDER.—No. I am asking about the notes 
that were charged off [269] by the corporation, 
which were sold by the partnership to the cor- 
poration. 

A. This was carried at $2,000, and charged to 
profit and loss as $2,000 on December 31, 1909. 

Number 1891, Fairbanks Commission $33.95. This 
was carried at that time as $33.95, and charged off 
$33.95 to profit and loss on Decembex 31, 1909. This 
is amemorandum charge, not signed by anybody, but 
in the name of Fairbanks Commission; written on the 
note: Number 1544, James Frost, carried at that 
time at $750 and $750 was charged to profit and 
loss December 31, 1909. 

Also number 1733, James Frost, carried at $100, 
charged to profit and loss on December 31, 1909, $100. 

Number 1721, W. F. Green. It was carried at 
$1,332.74, and the same amount charged to profit and 
loss December 31, 1909. 

Number 1854, James Gallager. It was carried at 
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that time as $154 and charged to profit and loss $133 
one December 31, 1909: 

Number 2007, Tharp, Rusk & Smith at $2500, and 
the same amount charged to profit and loss on 
December 31, 1909. 

Number 2099, memorandum note, News Publishing 
Company. Carried at that time at $262.50. There 
was $162.50 of principal and interest of $53.80 both 
amounts charged to profit and loss. I mean the total 
it $216.30 instead of $262.30. 

Mr. MeGINN.—Whiat is the date of the note? 
[270 | 

A. December 7, 1907. 

@. When was it due? 

A. There is no due date on it; simply a memoran- 
dum note; just a memorandum, signed by nobody. 

Number 1163, Catheart. Carried at that time— 
(Interrupted. ) 

Mr. McGINN.—We object as that is not included 
in the list. 

The COURT.—Overruled. 

A. —at $410. There was $227 charged to profit 
and loss on December 31, 1909. 

Number 1304 and number 505 and number 2115 
were the Sorenson notes, Royal Hotel. Carried at 
that time, those three items, at $4,220.79. And the 
same amount charged to profit and loss, and there was 
a credit to profit and loss of $2133.10, whieh would be 
$1889.69, loss. 

My, CLARK.—Q. When was it charged off? 
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A. That was January 6, 1909. That completes the 
list. 

(Here the Court takes a recess until 1:30 P. M. 
today.) [271]° 

Mr. RIDER.—Novw, I desire to read, and offer in 
evidence, a part of minutes of the special meeting 
of the board of directors of the Fairbanks Banking 
Company held on the 16th of March, 1908, I will 
offer and read as marked on the first page. 

Mr. McGINN.—No objection. 

(Marked Plaintiff’s Exhibit ‘‘T.’’) 

Mr. RIDER.—The portion I desire to read is as 
follows. (Reads): 


[ Plaintiff’s Exhibit ‘‘T’’—Part of Minutes of 
Special Meeting of Board of Directors of 
Fairbanks Banking Co., March 16, 1908.] 

‘*Minutes of special meeting of board of directors, 
Fairbanks Banking Company. <A _ special meeting 
of the board of directors of the Fairbanks Banking 
Company was held at the office of McGinn & Sulli- 
van upon the 16th day of March, 1908, at the 
hour of ten o’clock A. M. pursuant to a notice per- 
sonallv served upon the directors as is provided in 
Sec. 7 of Article IT of the By-Laws. 

Present: E. T. Barnette, president. B. R. Dusen- 
bury, Secretary. C. E. Claypool, D. H. Jonas, John 
Jesson, Dan Ryan, M. H. McMullen, Hans Stark. 

The secretary informed the meeting that he had 
personally served notice upon each of the members 
of the board of directors, which said notice specified 
the time and place of holding said meeting, and that 
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the object thereof was to confer upon Mr. R. C. 
Wood, Cashier of Fairbanks Banking Company, 
authority to execute notes for said Fairbanks Bank- 
ing Company, in favor of Dexter-Horton Company 
of Seattle, to the amount of two hundred thousand 
dollars, and to do such other acts and things as are 
necessary to complete arrangements for an over- 
dvaft and credit with said Dexter-Horton Company. 

The secretary then read a telegram from R. C. 
Wood which was as follows:— 

‘Telegraph Dexter-Horton Company my author- 
ity to [272] sign notes to the extent of two hun- 
dred thousand dollars.’’ 

Upon motion of D. H. Jonas, seconded by John 
Jesson it was RESOLVED, that the said R. C. Wood 
be and he hereby is authorized for and on behalf of 
the Fairbanks Banking Company to execute notes 
for the Fairbanks Banking Company in favor of 
Dexter-Horton Company to the amount of Two 
Hundred Thousand Dollars, and to do such other 
acts and things as are necessary to complete ar- 
rangements for a credit or overdraft with said Dex- 
ter-Horton Company, as he the said R. C. Wood shall 
Bee ait. 

All the directors present voting in favor of said 
resolution the same was declared unanimously car- 
med.’ 

Q. Have you with you, Mr. Stewart, the letter 
from R. C. Wood to the Dexter-Horton Company 
and the notes executed by him in pursuance to this 
resolution ? 
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A. Yes. (Hands same to Mr. Rider.) 

Mr. RIDER.—For the purpose of showing that R. 
C. Wood entered upon his duties as cashier as early 
as March 16, 1908, we offer in evidence these four 
notes. 

Mr. McGINN.—We contend that the performance 
of a single act of this kind, would not be entering 
upon the discharge of his duties as cashier. The 
cashier is the managing agent of the bank, and he is 
not here. 

But we will admit that there are four notes, 
aggregating in all $200,000; one executed March 
16, 1908, for $75,000, one March 17, 1908, for $25,000, 
one April 21, 1908, for $50,000 and one May 13, 1908, 
for $50,000, and all marked ‘‘paid.’’ All of them 
signed: ‘‘Fairbanks Banking Company, R. C. 
Wood, Cashier.”’ 

Mr. RIDER.—That is sufficient, then, and we will 
withdraw the offer of the notes as exhibits. [273] 

Mr. RIDER.—I now offer for the purposes of the 
record, a letter— 

Mr. McGINN.—One moment. In order that there 
may be a clear understanding of the matter, one of 
those notes purports to have been signed on the 13th 
of May. Mr. Wood at that time was here. The 
dates were left in blank, as Mr. Wood informs me, 
and subsequently filled in. 

My. RIDER.—They were signed upon the 16th of 
March? 

Mr. R. C. WOOD.—I don’t remember if it was the 
16th, but around there somewhere. 
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Mr. RIDER.—And all left with the Dexter-Hor- 
ton Company? 

Mr. WOOD.—Yes, about that date. 

Mr. RIDER.—I now offer in evidence a letter 
signed by R. ‘C. Wood, addressed to the Dexter- 
Horton Company, dated Seattle, Washington, March 
20, 1908, signed ** R. C. Wood, Cashier.’’ 

The COURT.—It may be received, if there is no 
objection. 

(Marked Plaintiff’s Exhibit ‘‘U.’’) 

Mr. RIDER.—(Reads exhibit ‘‘U’’): 


[ Plaintiff’s Exhibit ‘‘U’’—Letter from R. C. Wood 
to Dexter-Horton & Co. | 
‘Seattle, Washington, March 20, 1908. 
Dexter-Horton & Co., City. 

Gentlemen: This will be your authority to honor 
any drafts that may be presented to you for pay- 
ment, issued by the Fairbanks Banking Company, 
Fairbanks, Alaska, and drawn on either the Scandi- 
navian-American Bank or the Seattle Washington 
Bank. The amount of outstanding drafts drawn on 
either of the above banks do not aggregate over 
$2500.00. Charging same to ow account. 

Yours very truly, 
Rk. C. WOOD, 
Cashier.”’ 

I next offer in evidence a telegram sent by the 
Fairbanks Banking Company to R. C. Wood, dated 
eanuary 7, 1908. 
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Mr. McGINN.—No objection. (Marked Plain- 
tiff’s Exhibit ‘‘V.’’) [274] 

Mr. RIDER.—(Reads exhibit ‘‘V’’): 

[Plaintiff's Exhibit ‘‘V’’—Telegram from 

Fairbanks Banking Co., to R. C. Wood. ] 
‘*Fairbanks, Alaska, January 7, 1908. 
R. C. Wood. Care Kerr. & McCord, Mutual Life 
Building, Seattle, Wash. 

Refer to our telegram 27th Bank is being organ- 
ized as outlined will be incorporated laws Nevada 
capital stock $300,000 Will not be paid fully until 
July Ist New bank will take assets old concern 
paying us approximately $288,000 Barnette will 
leave $200,000 on deposit for a year without interest 
We will agree to take 88,000 in stock old bank will 
retain doubtful resources approximately 60,000 
which are not included by committee in amount of 
assets turned over also accrued interest on all loans 
to Feb. 15th when new bank will take over business 
will have difficulty selling stock. 

Signed: Fairbanks Banking Co.”’ 

I offer in evidence a telegram from the Fairbanks 
Banking Company to R. C. Wood, dated December 
27, 1909, and then I offer in evidence a telegram 
from R. C. Wood to the Fairbanks Banking Com- 
pany dated apparently January 6, 1908. 

Mr. McGINN.—We make the general objection 
that they are irrelevant and immaterial, private 
communications between Mr. Wood and the Fair- 
banks Banking Company and Mr. Hill, and not 
binding upon the defendants, 


vs. F. G. Noyes. 301 


The COURT.—They may be admitted, subject to 
the objection. 

(Marked Plaintiff’s Exhibits ‘‘W” and ‘‘X’’ re- 
spectively.) 

Mr. RIDER.—(Reading  Plaintiff’s Exhibit 
PW?) : 


[Plaintiff’s Exhibit ‘‘W’’—Telegram from Fair- 
banks Banking Co. to R. C. Wood. ] 
‘Fairbanks, Alaska, December 27, 1907. 

R. C. Wood, Care Scan American Bank, Seattle, 
Wash. Refer to your telegram 22nd. It is re- 
ported mine operators here will organize bank. 
Everything is favorable for such venture To head 
this off have every reason to believe can reorganize 
our bank. Selling stock to operators and [275] 
local merchants new bank to take over assets at an 
arbitrated valuation. What is your idea concerning 
foregoing? Have received a letter from First Na- 
tional Bank, San Francisco, California, very friendly 
before the return of you do you think well of going 
San Francisco Try to arrange for overdrafts. Mc- 
Ginn suggests Metson would help you Northern 
Commercial Company, San Francisco might also 
assist. Certificate plan is working well. Lack of 
exchange only inconvenience What prospects is 
there of Scandanavian American Bank Seattle mak- 
ing transfer Tanana Electric in the near future or 
shall we require sue? 

Fairbanks Banking Company.”’ 
(Reads translation Plaintiff’s Exhibit ‘‘X’’): 
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Wood to Fairbanks Banking Co. ] 
‘Seattle, Jan. 6. Fairbanks Banking Company, 
Fairbanks, Alaska. 

In reply to your telegram of 27th. If you can 
organize can we obtain an interest in? Will leave 
the matter entirely in your hands. This is signed 

R. C. WOOD.”’ 

Mr. McGinn, will you admit that Mr. Wood was 
here in Fairbanks on the 14th of April? If not, we 
will have to introduce some records, showing that he 
was here April 14, 1908. 

Mr. McGINN.—We will admit that he was here on 
that date. 

Mr. RIDER.—Now, I wish to read from Plaintiff’s 
Exhibit ‘‘ F-16,’’ which has been introduced in evi- 
dence, being a letter addressed to R. C. Wood and 
signed ‘‘Jim’’ as follows Reads): 


‘Fairbanks, Alaska, January 8, 1908. 
R. C. Wood Esq, c/e Kerr & McCord, Mutual Life 
Building, Seattle, Wash. 
Dear Dick: 

The new concern will take over the business on the 
basis of the statement prepared by the committee 
[276] of investigation as to the financial condition 
when the bank closed its doors on December 12th. 
They are agreeable that we shall have, that is, Cap- 
tain, yourself, and myself, approximately $88,000 
worth of stock out of the $300,000 which would be 
the total subscription and Captain has agreed to 
leave the $200,000 on deposit with the new bank for 
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one year. One of the main reasons for this is so that 
the new concern will be protected should Causten get 
judgement and that judgment might affect the value 
of the Gold Bar stock presently in the hands of the 
Scandinavian-American Bank. * * * 

Since we started to work on this scheme of reor- 
ganization several parties, among them Mr. Hammel 
of Ester Creek, have endeavored to have the stock- 
holders of the First National Bank take stock in our 
new bank and gradually wind up the business of the 
First National Bank which we understand is not in 
particularly good shape. We made them a proposi- 
tion like this: that we would take less stock in the 
new coneern, say $50,000, instead of $88,000, and sell 
the stockholders of the First National Bank an equal 
amount, leaving $200,000 to be subscribed by the 
operators aud merchants or inerease the capital 
stock to $350,000, taking $75,000 and the stockhold- 
ers of the First National Bank taking a lke 
POU <= Wey @ 

As I said before our main trouble will be to dis- 
tribute the stock fairly as the handful of men at the 
meeting the other evening subscribed their names 
for nearly $200,000 worth of stock including, of 
course, $88,000 for Captain, you and me. We, of 
course, had them subscribe on the understanding 
that should the stock [277] be oversubscribed we 
may have to ask them to reduce their subscriptions.”’ 

Q. Now, Mr. Stewart, will you turn to the books 
of the bank showing their capital stock account, that 


354 John A. Jesson et al. 


(Testimony of Sidney Stewart.) 
is the Fairbanks Banking Company on March 16, 
1908? A. Yes, sir. 

@. What does it show on that date? 

A. Under date of March 14, 1908, balance credit 
$300,000. 

Q. Mr. Stewart, when capital stock of the corpo- 
ration is sold, how is it entered in the capital stock 
account, as a credit or as a debit? 

A. There was no entry made in capital stock ac- 
count. 

Q. How did they keep it? 

A. They continually carried their capital stock at 
$300,000. They had another account of treasury 
stock, in which said entries were made. 

Q. Then turn to the treasury stock account. Now, 
what is the first entry you find there? 

A. March 14, 1908, balance $97,800. 

Q. Now, when stock is sold which was sold by the 
corporation, how did they enter it upon their books, 
as a charge or as a credit? 

A. It would be credited to treasury stock. 

@. And when stock was brought back by, or sur- 
rendered to the corporation, how would they enter 
it? A. It would be charged to treasury stock. 

Mr. RIDER.—I believe for convenience at this 
time I will introduce in evidence the debit and credit 
entries of the treasury stock account. I will say to 
counsel and to the Court that if it will convenience 
you any we will make a typewritten copy of this. 

Mr. McGINN.—We will object that they are not 
binding on these who were not directors at the time 
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of the surrenders. [278] 

Mr. RIDER.—Q. I would like to have read to the 
stenographer the debit and credit charges in the 
treasury stock account as they appear. 

A. Debits: June 30, 1908 $13,000. 


July ios 100. 
July 20, 6,800. 
July 385 500. 
July uN 1,000. 
August D, 2,000. 
August 6, 500. 
August 8, 1,000. 
August = 14, 1,000. 
August 18, 1,500. 
October 28, 200. 
November 19, 11,000. 
November 25, 1,000. 
January 12, 1909, 200. 
February 9, 200. 
February 19, 500. 
June 10, 1,000. 
September 21, 1,000. 
October 28, 1,500. 
November 10, 500. 
November 23, 900. 
January 18, 1910 000. 


On the credit side: 
March 16, 1908 $ 3,800. 
March ive 1,000. 
March 18, 100. 
March 20, 200. 
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March 23, 7,000. 
May 8, 100. 
June 10, 200. 
May 14, 1910 1,000. 


Q. Have you read the debit of October 25, 1910? 

A. No. That is not in this book. On that date 
they were carrying their general accounts in the gen- 
eral statement book of the Washington-Alaska 
Bank, formerly Washington-Alaska Bank of Wash- 
ington. 

@. The last item was January 18, 1910, and any 
item since that date would be on the other set of 
books? A. On the other set of books. 

Q. You didn’t bring them up this afternoon? 

A. No. 

Mr. RIDER.—We will ask the right to show that 
other item later on. 

@. Now, the first deposit that you read, of June 
30, 1908, $13,000. [279] Can you tell from the 
books and records that you have there what that 
debit arose out of? A. Yes, sir. 

Q. From what do you read? 

A. There is a debit entry—(Interrupted. ) 

Q. What is the paper; from a debit slip? 

A. A general debit slip in the filed. (Attorneys 
for defendants examine said slip.) 

Mr. McGINN.—We desire at this time to interpose 
an objection to all of this testimony pertaining to the 
purchase of this stock by the corporation, for the 
reason that it is not shown that the stockholders of 
said corporation, or the corporation itself ever ob- 
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jected to the same of the same in any way, and that 
no objection was ever made to the sale until the 
institution of this action; that it is apparent from the 
proceedings that have taken place in this case that 
the objections that are being urged against the pur- 
chase of this stock by the receiver are for the credit- 
ors of the Washington-Alaska Bank of Nevada, and, 
as to this item of November 3, 1908 (means June 
30, 1908, probably) amounting to $13,000, the then 
directors could not be held responsible to the eredit- 
ors of the Washington-Alaska Bank some two or 
three years afterwards. It is not shown that there 
were any existing creditors at this time, and it is 
only the existing creditors at that time that can com- 
plain against the action of the board of directors. I 
desire the objection to run through each separate 
item, 

The COURT.—The objection will be overruled at 
present. The same point is involved in the other 
matter that has been submitted to the Court, at least, 
it is involved in that. 

Mr. CLARK.—That objection goes to all of the de- 
fendants represented here. [280] 

The COURT.— Yes. (Defendants except.) 
(Marked Plaintiff’s Identification 4.) 

Mr. RIDER.—Q. Now, Mr. Stewart, use the debit 
slip which you referred to, and which has been 
marked for identification as Plaintiff’s Identification 
Nuinnber 4, and tell me what that debit of $13,000 
on June 30, 1908, to treasury stock, is? 

A. It isa debit to treasury stock, R. C. Wood stock 
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$13,000. Initialed ‘‘D.”’ 

Q. Is there any corresponding eredit for that 
debit? A. Yes, sir. 

@. What is the credit? 

A. A certificate of deposit was issued for that 
amount. In the certificate of deposit register, under 
date of June 30, 1908, a certificate of deposit was 
issued, numbered 577, R. C. Wood, $13,000. 

Mr. McGINN.—We admit that. 

Mr. RIDER.—Do you admit that you got that 
$13,000? 

Mr. McGINN.—Yes, sir. 

Mr. RIDER.—You admit that the certificate of de- 
posit was issued on June 30, 1908, and that it was 
subsequently cashed? 

Mr. McGINN.—And that it was paid that day? 

WITNESS.—It was not paid on June 380th. 

Mr. RIDER.—Q. What date does it show that it 
was paid? 

A. On July 20th that certificate was cancelled, and 
a new certificate for $10,000 numbered 581 was 
issued, and $3,000 was placed to Mr. Wood’s credit 
under date of July 20, 1908. No, the new certificate 
was issued on July 20, and was presented on August 
3d and placed to his credit. 

Mr. RIDER.—The admission will go to the effect 
that Mr. Wood subsequently cashed this $13,000 cer- 
tificate of deposit, and got the money on it? 

Mr. McGINN.—Oh, yes. [281] 

Mr. RIDER.—Q. Now, Mr. Stewart, on June 30, 
1908, in what amount were the total assets of the 
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Fairbanks Banking Company as shown by their 
books? A. A total of $1,251,924.96, 

Q. What were their total liabilities on that date, 
including capital stock? A. $1,290,843.48. 

Q. On that day, how much capital stock was out- 
standing ? A. $201,600. 

Q. Have you got a computation, based upon the 
records of the bank, of the amount of past due paper 
held by the bank on June 30, 1908, and which is now 
in the hands of the receiver and unpaid? 

ALY Cae cil 

Q. What was that amount? 

Mr. McGINN.—We object to that as immaterial 
whether it was past due or not. 

(Objection overruled. Defendants except.) 

A. The total amount is $75,699.61. 

Mr. RIDER.—That is the amount which is now 
in his hands that was past due on that date. 

My. McGINN.—Will you furnish us a list of 
that? 

Mi. RIDER.—I think Mr. Stewart can furnish you 
a list when you come to cross-examime him, if you 
want it. 

Mr. McGINN.—I think we ought to be apprised 
of these things. We want to know what he bases 
this on. 

The COURT.—He says he has examined the books 
and that is what they show, and it is competent tes- 
timony. Of course, you have a right to cross-exam- 
ine him on it. 

Mr. RIDER.—Q. As shown by the books of the 
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company on that date, [282] June 30, 1908, among 
their resources did they have any item of stocks? 

A. Yes, sir. 

Q. What was that item ? A. $341,949. 

Q. Do you know what stocks that was? 

A. Gold Bar Lumber Company. 

Mr. RIDER.—I wish to read in evidence from the 
minutes of the meeting of the board of directors of 
the Fairbanks Banking Company held on July 13, 
1908, those portions which I will submit to counsel 
and mark. (Refers to Plaintiff’s Exhibit ‘‘Y.’’) 
(Reads) : 

‘‘Minutes of the meeting of the board of directors 
of the Fairbanks Banking Company.. Fairbanks, 
Alaska, July 13,1908. The regular monthly meeting 
of the board of directors of the Fairbanks Banking 
Company was held at the office of the corporation at 
Fairbanks, Alaska, at 8 o’clock P. M. E. T. Bar- 
nette, President, presiding. B. R. Dusenbury, Sec- 
retary, present. Members present: Robinson, Jes- 
son, Flygar, Jonas, Ryan, Barnette, Anderson. 
James W. Hill, Vice-president, was also present. 

Report of officers. The presiding submitted a 
written report in detail showing the condition of the 
affairs of the bank on July 11, 1908. The report was 
examined in detail, and, on motion, duly made and 
seconded, it was ordered filed.”’ 

. What is the next item of charge. I will go on 
with the stock surrender (This to the Court.). 

The COURT.—Very well. 

Mr. RIDER.—Q. The next item of charge to the 
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treasury stock account? [283] A. July 15th. 

Q. In what amount? A. $100. 

Q. Will you examine the records and tell me what 
that relates to? 

(Discussion as to whether the answers deny the va- 
rious stock surrenders. ) 

Q. What is that item of $100.00 charged to treasury 
stock on July 15, 1908, to which vou have referred ? 

A. That is charged to treasury stock; P. B. Walsh, 
$100, on a regular debit ticket initialed ‘D.”’ 

Mr. McGINN.—We now object, and move that this 
be stricken out, because it is not shown that the direc- 
tors had any knowledge of it at all. 

The COURT.—Motion denied. If the evidence is 
not sufficient to bring it home to the board of direc- 
tors, thev would not be liable, but I think it might 
be properly considered on the whole case. 

Mr. RIDER.—Q. What is the next charge after 
July 15th? A. Under date of July 20th, $6,800. 

Q. What makes up that item ? 

A. The charge to treasury stock: Thomas $1,000, 
McBride $2,000, Letnis $2,000, Larson $1,000, John- 
son $200, Tobin $200, Cribb $500, Wing $200, Nor- 
dale $500, Barrett $1,000. Total $6,800. On reeu- 
lay charge ticket initialed ‘‘D.”’ 

Q. Mr. Stewart, what was the total amount of the 
assets of the Fairbanks Banking Company as shown 
by their books on July 20, 1908, the date when that 
large charge that you have read was made to treasury 
stock? A. The total assets was $1,208,796.60. 

Q. What was the total liabilities ? 
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A. The total liability was $1,229,489.68 [284] 

Q@. Have you made a computation for the purpose 
of determining the amount, if any, of past due paper 
which the Fairbanks Banking Company held as an 
asset on July 20, 1908, and which is now in the hands 
of the receiver, unpaid? An Vesusi. 

Q. What is the total amount of that? 

A. The total past due July 20th, and unpaid, is 
$95,162.36. 

Q. On July 20, 1908, did the Fairbanks Banking 
Company, as an asset carry any item of stocks? 
=o) CS Site 
. What was that item ? A. $341,949, 

. What was that stock? 

. Gold Bar Lumber Company. 

Now, you may take your next item of charge? 
. duly 23d, $500. 

. What does that charge arise from? 

E A. Suter returned, $500. Regular charge 
ticket, initialed ‘*D.”’ 

{). What is vour next item? A. July 29th. 

Q. What is the amount? A. $1,000. 

Q. What makes up that item? 

A. Debit to treasury stock, Samuel R. Weiss, 10 
shares refunded. $1,000, initialed ‘‘D.”’ 

@. What were the total assets of the Fairbanks 
Banking Company on July 29, 1908? 

A. $1,251,753.08. 

Q. What was their total lability ? 

A. $1,267,411.60. [285] 

Q. How much eapital stock did they have outstand- 
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ing on that date? Ae Og Uy, 

Q. I didn’t ask you the amount they had outstand- 
ing on July 20th in capital stock. A. $194,700. 

My. HEILIG.—Q. On July 29, 1908, how much ? 

Ao BIB OC, 

Mr. RIDER.—Q. On July 29, 1908, what amount, 
if any, of past due paper was carried as an asset by 
the Fairbanks Banking Company, which is now in the 
hands of the receiver, unpaid ? 

A. That will require some figuring on my part. 

(Consultation between Mr. Rider and witness.) 

Mr. RIDER.—TI will withdraw the question for the 
present. 

Q. Have vou made a computation showing the total 
amount of past due paper held by the Fairbanks 
Banking Company on July 29, 1908, and which was 
never paid? ee eS OST 

Q. What is that amount? A. $94,162.36. 

Cie ihtar is your next item of charce to treasitry 
stock ? A. On August 5, 1908. 

Q). What is that charge? A. $2,000. 

Q. What does that consist of ? 

A. Debit treasury stock No. 11, Osmond Olsen, 
through J. A. Jesson, 20° shares, $2,000. Initialed 
“op 

Q. What was the total amount of the assets of the 
Fairbanks Banking Company as shown by their 
books on August 5, 1908? A. $1,226,674.20. 

@. What were their total liabilities on that date ? 
[286] A. $1,248,192.51. 

Q. What was their outstanding capital stock on 
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that date? A. $191,200. 

Q. What amount, if any, of past due paper was in 
the hands of the Fairbanks Banking Company as an 
asset on August 5, 1908, and which was never paid ? 

A. $94,312.36. 

@. Among the assets of the Fairbanks Banking 
Company on August 5, 1908, is an item of stocks 
$341,949. What is that? 

A. Gold Bar Lumber Company. 

Mr. RIDER.—In order not to repeat that, will vou 
concede that that runs through as the item of stock 
from this on to the time the bank’s first receivers 
were appointed? 

Mr. McGINN.—Yes. 
Mr. RIDER.—And that may be treated as I have 
treated it here by the questions, as to each of the 
statements ;—that item of stock of $341,949 relates to 

Gold Bar? 

Mr. McGINN.—Yes. 

Mr. CLARK.—Yes, reserving our objection to its 
materiality. 

Mr. RIDER.—Obh, certainly. 

Q. The next item of charge now, Mr. Stewart? 

A. August 6th, debit treasury stock, number 24, 
A. J. Williams, cancelled and returned to treasury 5 
shares, $500, initialed ‘‘D.’’ 

q). And the next? A. August 8th, $1,000. 

Q. What is that? 

A. Debit treasury stock, R. R. Myers, refund 10 
shares, $1,000. Initialed ‘‘J.”’ 

Q. Your next? A. August 12th, $500. [287] 
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Q. What is that made up of ? 

A. Debit treasury stock, Dave Courtemanche, re- 
fund $500. Initialed ‘‘ J.”’ 

Q. When you say, initial so-and-so, you are 
speaking of the initial that is on the debit slip? 

A. The initial on the debit ticket, yes. 

Q. Your next charge? A. August 14, $1,000. 

@. What is that? 

A. Debit treasury stock refund, Keyes $1,000. In- 
imaed. De” 

Q. Now, on August 14, 1908, what were the total 
assets of the Fairbanks Banking Company as shown 
by their books? Ae $1292, 2250.19, 

Q. And their total liabilities ? A, $1,311,292.63. 

Q. How much capital stock was outstanding? 

A. $188,200. 

Q. How much past due paper did the Fairbanks 
Banking Company have on hand as an asset on Au- 
gust 14, 1908, and which was never paid ? 

A. $95,042.36. 

Q. What is your next charge to treasury stock? 

A. The next entry is on the 18th. 

{). Of what? 

A. It shows here several following dittoes of the 
date of August but I think that is a mistake in the 
date, and that it should be September. The ticket I 
think I can find in September tickets, which I have 
not here. 

Q. You haven't the debit ticket for that? 

A. Not for September 18th, $1500. If you are 
going all the way through these, I had better ect the 
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rest of these tickets. [288] 

(Witness withdraws from courtroom, and shortly 
Yevurns. ) 

Q. I believe you testified about the debit of Sep- 
tember 18th ? 

A. That is an error on the books here. 

Mr. HETLIG.—We object to the statement of the 
witness about an error on the books. 

Mr. RIDER.—Q. What does that debit slip show? 

A. The debit slip is of date September 18, 1908, 
debit treasury stock, Oscar Goetz $1,000, initialed 
“J.’? Debit treasury stock Vedine refund $500, in- 
meneieal dl," | 

Q. Now, on September 18, 1908, what were the total 
assets of the bank as shown by its books? 

A. $1,462,874.27. 

@. And what were the total liabilities? 

A. $1,473,635.80. 

Q. How much capital stock was outstanding on that 
date? .A. $186,700. 

Q. What amount, if any, of past due paper was 
carried by the bank as an asset on September 18, 1908, 
and which was never paid? A. $94,512.36. 

Q. What is your next item of charge to treasury 
stock ? A. Under date of October 23, $200. 

Q. What does that relate to? 

A. Debit treasury stock, McDonald stock, 2 shares 
released $200. It is initialed ‘‘D.’’ 

Q. On October 23, 1908, what were the total assets 
of the bank as shown by its books? 

A. $1,478,500.09. 
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Q. What were the total Habilities? 

A. $1,484,836.66. 

Q. What was the amount of the capital stock out- 
standing on that [289] date? A. $186,500. 

Q. What amount, if any, of past due paper was 
carried as an asset on that date by the bank, which 
was never paid? A. $94,487.36. 

Q. What is the next charge to treasury stock ? 

A. November 19th. 

Q. What is it? A. $11,000. 

Q. What does it consist of? 

A. Debit treasury stock, number 25, B. E. John- 
son, $1,000; number 59, Strandberg, $10,000 re- 
funded; total $11,000. Initialed ‘‘D.”’ 

Q. That is November 19th, is it not? 

A. Yes; sir, 

Q. On that date what were the total assets of the 
bank as shown by its books? A. $1,237,256.46. 

Q. What were its total liabilities? 

A. $1,245,876.02. 

Q. What amount of capital stock was outstand- 
ing? A. $175,500. 

Q. What amount of past due paper, if any, was 
carried as an asset by the bank on that date, which 
was never paid? A. $94,437.36. 

Q. What is your next charge? 

A. November 25th, $1,000. 

Q. What is that item? 

A. Debit treasury stock, Emma _ Strandberg, 
$1,000. Initialed ‘‘J.”’ 

Q. On that date, November 20th, what was the 
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total assets of the company ? 

A. $1,177,594.61. [290] 

@. What were its liabilities? 

A. $1,184,802.79. 

Q. And the outstanding capital stock ? 

A. $174,500. 

Q. What amount of past due paper was carried as 
an asset by the bank on that date, which has never 
been paid ? A. $94,437.36. 

Q@. What is your next charge? 

A. January 12, 1909, $200. 

. To what stock does that relate ? 

A. Debit treasury stock, F. E. Johnson, $200. 
Initialed ‘*‘J.”’ 

Mr. RIDER.—It is written in the petition Decem- 
er lO) 

Q. On January 12, 1909, what were the total assets 
of the corporation as shown by its books? 

A. $1,054,028.46. 

Q. And the total labilities? A. $1,058,638.36. 

Q. The amount of capital stock outstanding? 

A. $174,300. 

Q. What amount of past due paper was carried by 
the bank on that date, which has never been paid? 

A. $93,432.19. 

Q. What is the next charge? 

A. February 9, 1909. 

Q. What is it? A. $200. 

Q. What does it relate to? 

A. Debit treasury stock, number 10, John Cliffora, 
2 shares redeemed, $200. Initialed by ‘‘D.”’ 
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Q. What is your next charge? 

A. February 19, $500. 

Q. What makes it? [291] 

A. Debit treasury stock, George Jestel, $500. Ini- 
miciled <h,?* 

Q. On February 19, 1909, what were the total as- 
sets of the bank as shown by its books? 

A. $1,013,747.5d. 

Q. What were its total liabilities ? 

A. $1,014,439.45. 

Q. How much capital stock was outstanding? 

A. $173,600. 

Q. What amount of past due paper was carried 
by the bank as an asset which was never paid ? 

A. $95,057.80. 

Q. What is your next charge to treasury stock ? 

A. June 10th, $1,000. 

Q. To what does it relate? 

A. Debit treasury stock, Hart & McConnell, $1,000. 
Initialed ‘‘J.”’ 

Q. On June 10, 1909, what were the total assets of 
the bank, as shown by its books? A. $1,146,380.14. 

@. And what were its total] liabilities ? 

A. $1,147,835.97. 

(). Now, on that date, what was the item of stocks 
earried by the bank? A. $400,199. 

Q. What did that consist of ? 

A. That consisted of $341,949, being the Gold Bar, 
and $58,250, First National Bank. 

Q. On that date, June 10, 1909, what amount of 
past due paper was carried by the bank, which has 
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never been paid? 

A. The total past due paper and unpaid is $101,- 
772.80. 

Q. The next charge to treasury stock? 

A. September 21, 1909, $1,000. [292] 

Q. What does that consist of ? 

A. Debit treasury stock, number 21, 5 Louis En- 
strom, #22, 5 Oscar Enstrom; total $1,000. Ini- 
tialed by ‘‘D.”’ 

Q. On that date, September 21, 1909, what were 
the total assets of the bank, as shown by its books? 

A. $1,470,418.19. 

(). And its total liabilities ? A. $1,447,386.16. 

Q. Total amount of capital stock outstanding? 

A. $171,600. 

Q. Tell the total amount of stocks carried by the 
company as an asset. A. $651,824. 

Q. Composed of what? 

A. There was $341,949 Gold Bar Lumber Com- 
pany, $250,000 Washington-Alaska Bank, and $59,- 
875 First National Bank. 

Q. What amount of past due paper was carried 
by the bank on that date in its assets, and which have 
never been paid? A. $124,716.52. 

Q. What is the date of the next charge to treasury 
stock ? A. October 28, $1500. 

Q. Consisting of what? 

A. Debit treasury stock ;.D. Michie account Parkin 
stock $1,000. Aleck Cameron $100, Edith McCor- 
mick $200, J. W. McCormick $200. ‘Total $1500. 
Stock notes credited. B.R. Initialed by ‘‘J.”’ 
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Q. On October 28, 1909, what was the total amount 
of assets of the bank, as shown by its books? 

A. $1,324,913.58. 

Q. And the total amount of liabilities? 

A. $1,298,055.85. 

Q. Amount of capital stock outstanding ? 

A. $170,100. [293] 

Q. What stocks were carried by the bank on that 
date? A. $651,824. 

Q. They constitute the same stocks that made up 
that item before? A. Yes, sir, the same stocks. 

Q. What amount of past due paper was carried 
by the bank as an asset on that date, and which has 
never been paid? A. $124,523.45. 

Q. What is the next charge to treasury stock? 

A. November 10th, $500. 

Q. What is it made up of? 

A. Debit treasury stock, Francis H. Taylor, can- 
celled, $500. Initialed by ‘‘J.”’ 

Q. On what date, November 10th, 1909, what were 
the total amount of assets of the bank, as shown by 
its books? A. $1,318,853.06. 

Q. And its total habilities? A. $1,304,956.31. 

Q. Its outstanding capital stock ? A. $169,600. 

@. And it had as an asset, stocks in a certain 
amount ? A. $651,824. 

Q. They are the same stocks that you described be- 
fore, are they? A. Yes, st’. 

Mr. RIDER.—In order not to be continually re- 
ferring to that item of stocks, will you concede that 
that continued on down until the time the First Na- 
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tional Bank stock is sold? 

Mr. McGINN.—Yes, sir. 

Mr. RIDER.—Q. What amount of past due paper 
was carried by the bank on that date as an asset, 
which was never paid? 

. $124,023.45. 

. Your next charge to treasury stock ? 

. November 23d, $500. [294] 

. What is that? 

. McConnell stock, 5 shares charged back, $500. 
. Heading from the debit slip? 

Ves pci dintiledsby der 

. On that date, what were the total assets of the 
bank, as shown by its books? A. $1,302,286.17. 

Q. Its total liabilities? A. $1,272,395.43. 

Q. Total outstanding capital stock ? 

A. $169,100. 

Q. The total amount of past due paper carried by 
the bank as an asset on that date, and which was 
never paid? A. $129,326.23. 

@. What is the date of that next charge? 

A. January 18, 1910, $500. 

@. What is that? 

A. Debit treasury stock, Horton & Dunham, 5 
shares, $500. Initialed ‘‘J.”’ 

Q. On January 18, 1910, what were the total assets 
of the bank, as shown by its books? 

A. $1,167,092.16. 

Q. Its total habilities ? A. $1,155,107.53. 

Q. The amount of outstanding capital stock? 

A. $168,600. 
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Q. The amount of stocks carried as an asset? 

A. $654,449. 

Q. What does that consist of 2 

A. $341,949 Gold Bar Lumber Company, $250,000 
Washington-Alaska [295] Bank, and the balance 
First National Bank. 

Q. What would be the amount of the First Na- 
tional Bank stock? A. $62,500. 

Q. On that date what was the total amount of past 
due paper carried as an asset by the bank, as shown 
by the books, and which has never been paid? 

A. $108,714.34. 

Q. That completes the debit charges to treasury 
stock as far as you were able to give them when you 
first read them into the record. Now, have there 
been any other charges to treasury stock shown on 
any other book? 

A. Under date of October 25, 1910, a charge of 
$10,000. 

Q. What is that item made up of? 

Mr. CLARK.—We object to any testimony of 
this unless it is shown to have been with the knowl- 
edge and consent of the board of directors. It is not 
connected with the board of directors in any man- 
ner, and it is not binding upon them unless it is 
shown that they had knowledge of it, or that it was 
done with their knowledge and consent. . 

The COURT.—I suppose it will be connected with 
some of them; if not, it will not be considered. Ob- 
jection overruled, subject to the objection. 

A. This is on the regular form of debit ticket, 
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marked: ‘‘Copy. Original taken by Proctor 1/17/12, 
and in his possession.’’ 

Mr. CLARK.—We object, unless there is some evi- 
dence that that is a correct copy. 

Mr. RIDER.—You have not the original debit 
slip. 

Mr. CLARK.—It is not contended that it is an 
original entry. 

The COURT.—Q. Do you know who made the 
copy? 

A. It is in Mr. Proctor’s handwriting. 

Mr. CLARK.—He is not an officer of the bank, 
and we are not bound [296] by any copies that 
Mr. Proctor may have prepared. We don’t know 
that that is a correct copy of the original. 

Mr. RIDER.—I will see if I can prove it in some 
other way. 

Q. Have you there the stock-book containing the 
certificates of capital stock that were issued to stock- 
holders of the Washington-Alaska Bank, formerly 
the Fairbanks Banking Company? 

A. The certificates of the Fairbanks Banking 
Company, a corporation. 

Q. Have you the original certificate of stock is- 
sued to John L. McGinn? A. Yes, sir. 

Q. What is the number of it? A. Number 67. 

(). Is there any indorsement of it being cancelled? 

A. On the face— (Interrupted.) 

Mr. CLARK.—We object. It speaks for itself. 

Mr. RIDER.—I ¢an’t get that whole book in the 
record. That is pasted in there. If you want to 
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examine it, they can. IJ will read into the record 
such part of it as I can. 

Mr. CLARK.—It is a conclusion. 

Mr, RIDER.—What is indorsed on there is not a 
conclusion. 

The COURT.—Answer the question. 

Mr. CLARK.—We object, because they have al- 
ready testified that it was charged on October 25th, 
and from the writing on that, it seems to appear 
that it was cancelled long before that time. It 
doesn’t correspond with the proof. 

The COURT.—Objection overruled. (Defendants 
except. ) 

Mr. RIDER.—Q. Read what is written across the 
face of the certificate. 

A. Written in red ink across the face: ‘‘ Cancelled 
October 13, 1910. IF’. W. Hawkins, Secretary.”’ 
[ 297 | 

Mr. CLARK.—That goes in subject to our objec- 
tion, that it is not shown that he had any authority 
to cancel it. 

The COURT.—Yes. 

Mr. RIDER.—Q. What other original entries or 
records have you respecting that certificate of stock? 

A. Under date of October 18, 1910, in the loans and 
discounts register is recorded a note number 03647, 
maker F, W. Hawkins, amount $6,000, noted as being 
due November 1, 1910; proceeds $6,000. And noted 
as being paid October 25, 1910. 

Mr. CLARK.—We move that that last testunony 
be stricken out. Jt shows it was surrendered and 
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cancelled and a note given, which note was after- 
ward marked ‘‘paid.”’ 

The COURT.—Motion denied. 

Mr. RIDER.—If you want special proofs in this 
matter, we will try to make them. 

@. Can you get the slips which relate to that entry 
which you have just read? 

A. I will have to have the deposit slips. 

Q. Haven’t you got them here? A. No. 

Mr. RIDER.—We will have to pass that item now, 
and we will try to find that note and the records 
and show that transaction. 

The COURT.—Very well. 

Mr. RIDER.—Q. Now, Mr. Stewart, will you read 
the credit entries appearing in the treasury stock 
account ? 

A. Under date of March 16, 1908, credit $3800. 


March 17 1000. 
March 18 100. 
March 20 200. 
March 23 7000. 
May 8 100. 
June 10 200. 
May 14, 1910 1000. 


Q. What year is that? 

A. 1908, except the last entry. [298] 

Q. They are all during the year 1908 except the 
item of May 14, 1910, which you read? 

A. Yes, sir. 

Q. Those credits to treasury stock, that is, treas- 
ury stock being credited with those items means 
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what, as a bookkeeper ? 

A. It means issue of stock. 

Q. Issue of the capital stock ? A. Yes, sir. 

Q. Have you read all of the items of credit to the 
treasury stock account, as shown on the books of the 
bank ? A. Yes, sir. 

Q. Without taking the time to read who those 
certificates of stock were issued to— 

Mr. RIDER.—I will state to the court that the 
copy which I will prepare of that paper book entry 
will show that fact, and then Mr. Stewart can verify 
it, and we can save that much time in the morning, 
and I will furnish the court with a copy of it also. 

Q. Now, Mr. Stewart, going back to the debit 
charges to treasury stock, can you tell from the books 
and papers that you have there, what the bank gave 
in return for these certificates of stock which are 
charged to the treasury stock account? 

A. Well, in some eases the stock note was can- 
celled, and in some cases there was cash paid for the 
stock. 

Q. Now, I think I will have to go into the Wash- 
ington-Alaska Bank of Washington before I can go 
any further with this transaction. You say you 
haven’t it here? A. I have some portion of it. 

@. Have you have that portion of it that shows its 
financial condition as shown by its books on Septem- 
ber 13, 1908 A. Yes, sm 

Q. Then turn to the books of the Washington- 
Alaska Bank of Washington on September 13, 1909. 
What was the total amount of its assets, as shown 
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by its books, on that date? 

A. $2,087,866.48. [299] 

Q. What was the amount of its liabilities, as shown 
by its books, on that date? A. $2,026,616.88. 

@. How much capital stock was outstanding? 

A. $150,000. 

Q. What amount of loans did it have on that date, 
as an asset— (Interrupted.) 

Mr. McGINN.—Was that at the close or opening 
of September 13th? 

A. At the close. $258,546.35. 

Q. On that day, what was the total amount of past 
due paper held by the Washington-Alaska Bank, as 
an asset ? 

A. I don’t believe I have that figure. 

Q. Have you computed, then, the total amount of 
past due paper held by the Washington-Alaska Bank 
of Washington as an asset, and which was never paid, 
on September 13, 1909? A. Yes, sir. 

Q. What does that amount to? A. $88,462.53. 

Q. Have you gone through the records of the 
Washington-Alaska Bank of Washington for the 
purpose of investigating its interest account, so as 
to determine whether or not it took took credit to its 
interest account for interest and carried it as an 
asset, amounts which had not been paid? 

A. Yes, sir. 

Q. In taking a note from a borrower, was it the 
custom of the Washington-Alaska Bank of Washing- 
ton to take that note for the principal and the note 
to draw interest from that date, or to take it for the 
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principal amount, plus interest computed to a day 
in the future? [300] 

A. It was. On most of their notes they took the 
note and computed the interest to maturity, which 
was added to the principal. 

Q. On the note, then, the face amount of the note 
would be for the principal, plus interest to maturity. 

A. Yes, sir. 

Q. That item of interest to maturity was how car- 
ried on the books of the bank; how would they carry 
that note after they would take it that way, including 
interest and principal? 

A. It would be carried in their loans for the face 
of the note. 

Q. For the full face of the note? A. Yes, sir. 

@. The loan account would be then charged with 
the face of the note, which would be principal and 
interest ? A. Yes, sir. 

Q. Have you gone through their loans for the pur- 
pose of computing the amount, if any, of the interest 
on these notes which is included in the face of the 
notes, and which has never been paid? 

A. Yes, sir. 

Q. On the 13th of September, 1909, was the Wash- 
ington-Alaska Bank of Washington carrying in its 
loan account any item of interest on notes given in 
the manner you have described, which has never been 
paid? 

A. Yes, sir. You mean, the interest has never 
been paid? 

Q@. Yes, sir. i ics sire 
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Q. In what amount? A. $16,911.73. [3801] 

Mr. RIDER.—Q. Is that amount of uncollected 
interest, $16,911.73, included in the item of Loans 
$258,546.35 that you read us, being one of their as- 
sets? 

A. It is included in the principal amount of those 
loans. There is one matter in connection with the 
Wood stock, in addition to what was shown yester- 
day, that I wish to return to. IJ wish to read from 
the minutes of the meeting of the executive com- 
mittee held on June 29, 1908, that portion shown, as 
follows (Reads): 


[Plaintiff's Exhibit ‘‘EE’’—Part of Minutes of 
Meeting of Executive Committee, June 29, 
1908. | 

‘*A communication from Mr. R. C. Wood was read. 
It requested that his resignation, which had been 
handed in at the previous meeting, be taken up and 
passed on. After full discussion by the committee, 
it was moved by Claypool, seconded by Stark, that 
Mr. Wood’s resignation be accepted to be effective 
on the close of business on June 30, 1908.”’ 

(Marked Plaintiff’s Exhibit ‘‘HE.’’) 

@. Have you with you the certificate of deposit in 
the sum of $13,000.00 issued to Mr. Wood, referred 
to on yesterday ? 

Mr. McGINN.—We object to all of that question, 
as calling for a conclusion of the witness as to 
whether or not this stock was issued. 

Mr. RIDER.—I said ‘‘Certificate of deposit.’’) 
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(Witness hands same to Mr. Rider.) 

I wish to offer in evidence this certificate of de- 
posit to show that it was issued by Mr. B. R. Dusen- 
bury, as assistant cashier, on June 30, 1908. 

Mr. McGINN.—We object as immaterial. [802] 

Mr. RIDER.—I will read further from the min- 
utes of the executive committee of June 29, 1908, 
which has been offered in evidence as exhibit ‘* EE,”’ 
following the acceptance of the resignation of Wood 
to be effective. at the close of business on June 30, 
1908 (Reads): 

‘*Tt is moved by Mr. Hill, seconded by Mr. Stark, 
that Mr. B. R. Dusenbury be elected cashier to suc- 
ceed Mr. R. C. Wood, who resigned. (Carried).’’ 

Q. Mr. Stewart, have you with you the books of 
the partnership of the Fairbanks Banking Company, 
showing the entries in March, 1908? 

A. Some of them. 

Q. Will you turn to those books and show the en- 
tries that were made respecting the winding up of 
the business of that partnership, and showing the 
distribution of the profits to the partners? 

Mr. McGINN.—To which we object as irrelevant, 
incompetent and immaterial, and not binding on any 
of the defendants in this case. 

Mr. RIDER.—I propose to show by those book en- 
tries there that there is a notation there of $52,000 
that was divided between Barnette, Hill and Wood, 
being the excess coming to them referred to in the 
contract, and a corresponding notation showing that 
that was paid by capital stock of the Fairbanks 
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Banking Company, and showing that the amount dis- 
tributed to Mr. Wood was $13,000. 

The COURT.—You can follow that up with other 
testimony. 

Mr. McGINN.—We object to that as not binding 
on Wood; Wood not being here at that time. 

The COURT.—It depends on who had knowledge 
of the entry, and how it was made. 

Mr. RIDER.—Wood was a member of that part- 
nership at that time. 

(Objection overruled. Defendants excepted.) 
[303] 

A. The general ledger of the Fairbanks Banking 
Company, a partnership, page 284, in stocks ac- 
count—I will charge that and take the partnership 
Fairbanks Banking Company’s cash-book, on page 
264, under date of March 16, 1908, there is a general 
entry charging stocks account $52,000; to credit sur- 
plus account $52,000. Memorandum: ‘‘E. T. Bar- 
nette $26,000.; James W. Hill, $13,000; R. C. Wood, 
$13,000; 520 shares of F. B. Co. Inc.’’ 

Q. Going now to the affairs of the Washington- 
Alaska Bank of Washington, on September 13, 1909, 
Mr. Stewart, have you examined the profit and loss 
account of the Washington-Alaska Bank of Nevada 
showing the notes charged off by it to profit and loss 
on December 31, 1909? 

A. There was no Washington-Alaska Bank of 
Nevada then. 

Q. I mean the Washington-Alaska Bank of Wash- 
ington. ih WEG Sue, 
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Q. Have you examined it and determined whether 
or not any notes were charged to profit and loss on 
December 31, 1909, which were in the bank, carried 
by it as an asset on September 13, 1909? 

A. Yes, sir. [304] 

Q. What did you find in that respect? 

A. In their loan tickler, Washington-Alaska Bank 
of Washington, under date of December 31, 1909, 
there is a list of loans, the total of which is $8,408.61, 
the amount of which is charged to profit and loss. 
All of these were held, with the exception of one 
note, I believe—$8,178.75 of which was held Septem- 
ier 13, 1909. 

Coming now to the affairs of the Fairbanks Bank- 
ing Company, on April 12, 1910, and also of the 
Washington-Alaska Bank on that day, I wish to 
read from the minutes of the meeting of the board 
of directors of the Fairbanks Banking Company 
held on April 12, 1910. (Reads): 


[Plaintiff's Exhibit ‘‘GG’’—Minutes of Meeting of 
Board of Directors of Fairbanks Banking Co., 
April 12, 1910. ] 

‘Minutes of the mecting of the board of directors 
of the Fairbanks Banking Company. 

Fairbanks, Alaska, April 12, 1910. 

The regular meeting of the board of directors of 
the Fairbanks Banking Company was held at the 
office of the corporation at Ifairbanks, Alaska, at 
8-30 P. M. E. T. Barnette, President, presiding. 
Members present; E. T. Barnette, R. H. Wood, J. L. 
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McGinn, R. Brumbaugh, J. A. Jesson, J. A. Jackson, 
Dave Yarnell.”’ 

I will mark the parts I read as I read them. 

‘‘Upon motion of Brumbaugh, seconded by Jesson, 
the present officers were re-elected for the ensuing 
six months, viz., President, EK. T. Barnette; Vice- 
president, J. L. McGinn; Second vice-president, L. 
N. Jesson; Cashier, secretary and treasurer, J. A. 
Jackson; Assistant cashier, L. E, Wing. The fol- 
lowing-named persons were then named as the ex- 
ecutive committee for the ensuing term, in conjunc- 
tion with the president and vice-president; J. A. 
Jesson, R. C. Wood and J. A. Jackson. 

Mr. Wood informed the board that the Washing- 
ton-Alaska [805] Bank had declared a dividend 
of 33-14, per cent on its capital stock, amounting to 
$50,000, which would be paid to the Fairbanks Bank- 
ing Company, owners of the stock. 

It was then moved by Wood, seconded by Jesson, 
that $25,000 of this amount be credited to stock ac- 
count, thus reducing the value at which this stock is 
held, and the other $25,000 be credited to the undi- 
vided profits. Motion carried.”’ ‘‘Moved by Jes- 
son, seconded by McGinn, that the Fairbanks Bank- 
ing Company declare a dividend of 20 per cent on its 
paid-up capital stock, namely $168,600. Motion 
earried.’’? That is offered as an exhibit. 

(Marked as Plaintiff’s Exhibit ‘‘GG.’’) 

Q. Mr. Stewart, will you read into the record the 
condition of the Fairbanks Banking Company as to 
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its assets and liabilities on April 12, 1910, as shown 
by their books? 

A. Under date April 12, 1910, as shown by the 
daily statement-book of the Fairbanks Banking 
Company, a corporation, there was due from Banks 
of B. N. A. $2,593.92; Bank of California, $2,898.33; 
due to Dome City Bank $116.30; due from Dexter 
Horton & Company $199.83; due from First National 
Bank $6.15; due to National Park Bank $5,750.87; 
due to National Bank of Commerce $65,737.96; due 
to Seandinavian-American Bank $9,663.88; due from 
Seattle National Bank $5.54; due from Vallez Bank 
& Mercantile Company $577.39; due to sundried old 
bank $2,448.52; due from Canadian Bank of Com- 
merce, $50; Coin on hand $92,985.90; dust on hand 
[306] $1,908.13; Treasury stock $131,400; sundry 
stocks $654,449; real estate $26,834.63; real estate 
No. 2 $3,968.28; bad debts $43.62; loans and dis- 
counts $338,410.94; expenses $18,768.34; interest say- 
ings $16.76; overdrafts $12,151.52. Footing $1,198,- 
550.80. ’ 

Those items I have read under the side marked 
‘“resources,”’ the ‘‘due to banks’’ are stated in red 
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ink; and ‘‘due from banks”’ are stated in black ink. 

Under the Hability side: 

Capital stock $300,000; deposits $872,420.55; sav- 
ings deposits $504,551.71; interest $7,903.94; interest 
account banks $265.50; exchange $974.04; save de- 
posit vaults $555; rents $1165.00; dust exchange 
$476.98; profit and loss $9,974.78; warchouse $290.50, 
Footing, $1,198,550.80. 
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(). Is that a statement showing the condition at 
the opening or the close of business of April 12, 
1910? A. That is the close of business. 

Q. From that statement have you, or can you 
make a computation as to the amount of profit, of 
any, the Fairbanks Banking Company had on that 
day—undivided profit, I mean? 

A. As shown, it would leave a credit to profit of 
$7,749.82. 

Q. Now, add to that the $25,000 placed to the 
credit of undivided profits by the resolution of the 
board of directors passed on the evening of April 
12, 1910, which has been read in evidence. 

A. Yes, sir. 

Q. What does that make ? A. $32,749.82. 

Q. What was the amount of the dividend of 20 per 
cent declared by the board of directors on their stock 
outstanding on that [807] day, as stated by their 
resolution; 20 per cent dividend on $168,600 worth 
of stock? A. $33,720. 

Q. What is the difference between that and the 
amount of their undivided profits? A. $970.18. 

Q. On April 12, 1910, what stocks were carried as 
an asset by the Fairbanks Banking Company? 

A. $341,949 Gold Bar Lumber Company; $62,500 
First National Bank; $250,000, Washington-Alaska 
Bank of Washington. 

Q. Making the total of stock that you read from 
the daily statement? A. Yes, sir. 

Q. On April 12, 1910, have you computed the 
amount if past due paper carried by the Fairbanks 
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Banking Company as an asset and which has never 
been paid? A ies) sin: 

Q. What is it? A. $111,248.51. 

Mr. RIDER.—Will you gentlemen require me to 
trace through these books each of the dividends be- 
longing to those stockholders paid to the stockhold- 
ers? It will take considerable time to do it. 

Mr. McGINN.—We are willing to admit that upon 
the 12th day of April, 1910, a dividend was declared 
by the Fairbanks Banking Company in the amount 
of $33,720, which amount was distributed among the 
then stockholders of the Fairbanks Banking Com- 
pany according to the respective amounts of stock 
held by them individually; that in some instances the 
money was placed to the account or deposited to the 
credit of some of the stockholders of the bank in the 
bank; in otherinstanees [308] the dividend was ap- 
plied upon the notes or debts that some of the stock- 
holders owed the Fairbanks Banking Company ; that 
in some instances the dividend was applied upon the 
stock notes of some of the stockholders, 

Mr. RIDER.—And that that which was placed to 
their credit in their accounts was drawn out by 
them ? 

Mr. McGINN.—It was subject to be drawn out. 
In other words, that all that was not applied upon 
the indebtedness of the stockholders was placed in 
their open accounts, subject to their check. You 
want the further admission; and that part was paid 
in cash, over the counter of the bank, and part re- 
mitted to stockholders on the outside. That covers 


388 John A. Jesson et al. 


(Testimony of Sidney Stewart.) 
everything, I think. 

Mr. RIDER.—Yes, sir. 

Q. Mr. Stewart, have you the books of the Wash- 
ington-Alaska Bank of Washington of April 12, 
1910? A. Some of them. Yes, sir. 

@. Have you the daily statement-book? 

A. Yes, sir. 

Q. As shown by that daily statement-book, what 
was the total amount of loans carried by the Wash- 
ington-Alaska Bank on the 12th day of April, 1910, 
as an asset? A. $330,253.31. 

Q. Have you made a computation for the purpose 
of determining what amount of those loans were past 
due on April 12, 1910, and have never been collected? 

i VEC Si, 

Q. What was the amount? A. $85,645.61. 

Q. Did the Washington-Alaska Bank on that day, 
April 12, 1910, have in its assets any paper of the 
Fairbanks Banking Company? 

A. Yes, sur. [809] 

Q. What? 

A. It shows an asset here: ‘‘F. B. Co. $125,000.”’ 
Their daily statement-book don’t state there what it 
1S, 

Q. Can you trace it out and tell us what it is? 

Mr. McGINN.—We admit they held a certificate 
of deposit in that amount. 

Mr. RIDER.—Q. On that day, did they hold a cer- 
tificate of deposit of the Fairbanks Banking Com- 
pany in the sum of $125,000? 

Mr. McGINN.—Secured by stock of the Fairbanks 
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Banking Company. 

Mr. RIDER.—There is no admission about any 
security for it at all. Do you withdraw your admis- 
sion about the certificate of deposit? 

Mr. McGINN.—No. 

Mr. RIDER.—Q. On that day, April 12, 1910, as 
shown by the books of the Washington-Alaska Bank 
of Washington, what was the amount of its total un- 
divided profits? A. In the net amount? 

Q. Yes, as shown by its books. A. $57,081.76. 

Mr. RIDER.—I wish now to read from the min- 
utes of a special meeting of the trustees of the 
Washington-Alaska Bank, held on Tuesday, April 
12, 1910, by the Washington-Alaska Bank of Wash- 
ington (Reads): 

‘Minutes of a special meeting of the trustees of 
the Washington-Alaska Bank, held in the Barnette 
Block in the town of Fairbanks, Alaska, on Tuesday, 
April 12, 1910, at 4 o’clock P. M.; notice and call of 
meeting having been given and made by the presi- 
dent. 

Present: HE. T. Barnette, George C. Wesch, 
Richard C. Wood. The mecting was called to order 
by the president. Mr. A. R. Heilig was thereupon 
nnaninously elected secretary [810] pro tem. 

The president announeed that the corporation held 
undivided profits in a sum in excess of $50,000, over 
and above the capital stock; and thereupon, on mo- 
tion duly seconded and carried, it was unanimously 
voted that a dividend of thirty-three and one-third 
per cent on the capital stock be declared, and as soon 
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as practicable paid to the stockholders of said com- 
pany.” 

I cannot introduce that in evidence as an exhibit 
other than by reading, because it is a part of a large 
book, but I will supply a copy of that for the record, 
as an exhibit. 

The COURT.—It may be admitted. 

(Copy thereof to be marked Plaintiff’s Exhibit 
“ella 

Mr. RIDER.—Now, I wish to read from the By- 
laws of the Fairbanks Banking Company a portion 
of Section 9 of Article 2, which article is entitled 
‘‘TDirectors,’’ and Section 9 is entitled: ‘‘Powers of 
directors.’ The third clause of Section 9, under 
heading ‘‘ Powers of directors’’ (Reads) : 


[Plaintiff’s Exhibit ‘‘HH’’—Portion of By-laws of 
Fairbanks Banking Co. | 

‘To declare dividends semi-annually out of the 
net profits of the corporation earned up to the 30 
day of June of each year, and from the 30 of June to 
the 31 day of December of each year; said dividends 
to be declared by the board of directors at the first 
regular meeting held subsequent to the 30th day of 
June and the 31st day of December of each year. 
Provided, however, that no dividend shall be de- 
clared or paid that tends to curtail the cffective 
operation of the business of the corporation.’’ I 
will supply the record with a copy of that. 

The COURT.—It may be admitted. [3811] 

Q. (Mr. STEWART.) I present you with three 
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notes, executed by the Fairbanks Banking Company 
and payable to the Washington-Alaska Trust Com- 
pany, dated April 12, 1910. Can you identify them 
as notes in the vaults of the receiver pertaining to 
the affairs of the Fairbanks Banking Company ? 

De Yes, Sit. 

Mr, RIDER.—TI offer in evidence these three notes 
for the purpose of showing that on the day the Fair- 
banks Banking Company declared a dividend it bor- 
rowed $150,000. The three notes are dated April 12, 
1910, each in the sum of $50,000, and each payable on 
demand to the Washington-Trust Company of 
Seattle, and each signed by Fairbanks Banking 
Company, by E. T. Barnette, President. 

Mr. MeGINN.—Endorsed by whom? 

A. Endorsed by E. T. Barnette, each of them. 

(Miatked Plaintiti’s Exhibits “JJ,’? “KK” and 
ie”) 

Mr, RIDER.—At this time I would lke to offer in 
evidence the general corporation laws of Nevada 
under which this corporation the Fairbanks Bank- 
ing Company, afterwards known as the Washington- 
Alaska Bank of Nevada, was incorporated, and read 
certain sections of that incorporation law. [3812] 

“Capital Stock Not To be Reduced, Etce.—Pro- 
viso.—Sec. 68. It shall not be lawful for the trus- 
tees or directors to make any dividend except from 
the net profits arising from the business of the cor- 
poration; nor to divide, withdraw, nor in any way 
pay to the stockholders, or any of them, any part of 
the capital stock of the company; nor to reduce the 
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capital stock, unless in the manner prescribed in this 
Act, or in accordance with the provisions of the 
certificate or articles of incorporation; and in case 
of any violation of the provisions of this section, the 
directors or trustees under whose administration the 
same may have happened, except those who may 
have caused their dissent thereto to be entered at 
large on the minutes of the board of directors or 
trustees at the time, shall in their individual and pri- 
vate capacities, be jointly and severally liable to the 
corporation, and the creditors thereof, to the full 
amount so divided, withdrawn or reduced. or paid 
out; provided, that this section shall not be construed 
to prevent a division or distribution of the capital 
stock of the company which shall remain, after the 
payment of all of its debts, upon the dissolution of 
the corporation or the expiration of its charter; pro- 
vided, also, that this section shal] not prevent the re- 
tirement or conversion of either stock or bonds or the 
distribution of the earnings or accumulations of the 
corporation as provided for in the articles of cer- 
tificate of incorporation.’’ [313] 

Q. I show you this book referred to this morning, 
and upon which is the number 399 pasted on, and ask 
you by whom that was done; who pasted that num- 
ber 399 on the book? 

A. To the best of my knowledge and belief John 
L. Proctor. 

Q. Who was John L. Proctor? 

A. He came here I believe 2 years ago, wasn’t it, 
and was representing the Department of Justice. 
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Q. Do you know who pasted on this typewritten 
statement here as to what Hawkins thinks this book 
is? 

A. I believe he tagged and marked these books. I 
didn’t see him do it. 

Q. You know he numbered all of those books? 

A. Yes, sir. 

Q. And made out a list of them, did he not? 

A. Yes, sir. 

Q. Have you got that list? A. Yes, sir. 

Q. I will ask you whether or not in that list this 
book which 1s numbered 399 is referred to. 

Mr. RIDER.—I object to that as irrelevant, in- 
competent and immaterial. 

Mr. McGINN.—For the purpose of showing this is 
one of the books and records of the Washinegton- 
Alaska Bank. 

The COURT.—I1 do not think that would show 
it. Objection sustained. 

Mr. McGINN.—Q. That book has been in the cus- 
tody of the receiver ever since you have been con- 
nected with the receivership, has it not? [3814] 

A. Excepting during the time it was at Valdez. 

Q. By whom was it taken to Valdez? 

A. Well, it was taken there under subpoena issued 
to the receiver to come and bring these books. 

Q. What books were particularly specified, or were 
all the records specified ? 

A. As listed here (exhibiting list). 

Q. And he brought that book with him. 

AY eS..ciF. 
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. That is the list that was made up by proctor. 

. Yes, sir. 

. Do you know whose handwriting that book is 


. I think that is Mr. Dusenbury’s handwriting. 
. And it is initialed ‘*D’’? 

. Initialed ‘‘D,’’ yes, sir. 

. And secretary? A. Yes, sir. 

. Assistant cashier? A. Yes, sir. 

. And he always signed ‘‘D’’? 

. Initialed his entries. 

. This book, all the way through, or a part of it, 
shows those entries, or some of them? Aa Mes 

Q. I will ask you to refer to this book I have been 
speaking of, and which is marked No. 399, and see 
whether you can determine from that book whether 
there was any security for this note. 

Mr. RIDER.—The plaintiff objects to the intro- 
duction of testimony from that book until it is shown 
that it was a book of entry of the bank, and part of 
the records of the bank. 

The COURT.—Is it your contention that that is 
not one of the books of the bank? [315] 

Mr. RIDER.—I don’t know a thing about it. Mr. 
Stewart testified it was a book he saw in the bank, 
but it doesn’t seem to have entered into his calcula- 
tions. It has not been identified as a book of the 
bank. 

The COURT.—It seems to me it should be identi- 
fied in some way. 

Q. The next we have here is Tanana Electric Com- 
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pany. December 16, 1907, two notes. 

A. Yes, sir. (Hands same to Mr. McGinn.) 

Q. I wish you would refer to the ledger account 
of the Tanana Electric Company. Have you got the 
books of the bank at Cleary of: November, 1907? 
First of all, have you got them [316] of April, 
1907, September, 1907, October and November, 1907 ? 
First of all, I will ask you what the bank of Cleary 
was, if you know. eNO cir. 

Q. The Fairbanks Banking Company, during the 
year 1907, had a branch bank on Cleary Creek, did 
they not? A. I have heard so. 

Q. Have you any of the records of that bank in 
your possession? 

A. There are some, I believe, but I haven’t any of 
them here. 

Q. Have you any in your possession showing the 
account of the Tanana Electric Company with the 
bank at Cleary—the branch of the Fairbanks Bank- 
ing Company, during the year 1907? 

A. No, sir, not here. 

Q. You have them in your possession, or in the 
possession of the receiver? A. For 1907. 

Q. Yes. A. I wouldn’t be sure about that. 

Q. Will you look them up and find out? 

A. Yes, sir. 

Q. Will you refer there to the account of the Ta- 
nana Electric Company for the month of April, 
1907? A. (Opens a book.) 

Q. Does that show what advancements, if any, of 
money were made by the Fairbanks Banking Com- 
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pany to the Tanana Electric Company ? 

Mr. HEILIG.—What book is that? 

A. The deposit ledger. 

Mr. McGINN.—Q. Does it show any credit? 

A. In April? 

Q. Yes. April, 1907. [317] 

A. A few small credits during the month of Apri. 

Q@. Are there any in any. large sum? 

A. Not during April. On May Ist there was a 
credit of $18,500. 

Q. That left them how much on hand at the close 
of the day of May 1st? A. $3,135.82. 

@. What amount of checks were drawn out that 
day ? 

A. There is one charge of $6,288.26, and another 
of $9,213.38. 

@. Do you know where that went to? 

A. No, sir. 

@. Have you any means of tracing it? 

A. I believe so. 

Q I wish you would. 

Myr. RIDER.—I don’t see the purpose of that. 

Mr. McGINN.—Mr. Rider introduced a telegram, 
dated November 11, 1907, which was received by the 
Fairbanks Banking Company on November 11, 1907, 
in which Mr. Chilberg of the Scandinavian-Ameri- 
can Bank advised the Fairbanks Banking Company 
not to advance any more money to the Tanana Elec- 
tric Company; and he has introduced telegrams and 
letters here, seeking to show that it was only by 
either telegraphic or written communications from 
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the Scandinavian-American Bank to the Fairbanks 
Banking Company that the Fairbanks Banking 
Company advanced to the Tanana Electric Company 
sums of money. I want to show by the records here 
that prior to April 30, 1907, when a note for $18,500 
was given by the Tanana Electric Company to the 
Scandinavian-American Bank, that this money had, 
prior to that time, been advanced by the bank; and 
that the same thing occurred prior to September 7, 
1907, when there was a note given for $25,000 to the 
Fairbanks Banking Company. In other words, L 
want to show [818] that the Fairbanks Banking 
Company were making advancements right along to 
the Tanana Electric Company, and that then the 
Fairbanks Banking Company would telegraph to the 
Scandinavian-American Bank; Tanana_ Electric 
Company owes us so much money. And then they 
would wire in to take the note for it; showing that 
these advances were not made at one time, but over 
a gradual period of time. 

Mr. RIDER.—No dispute that they were made 
over a gradual period of time. The point of the tes- 
timony was that there was 10 credit given to the 
Tanana Electric Company on the strength of any 
guaranty or any expectation to pay from the Scandi- 
navian-American Bank until after the advancements 
had been made and until they received instructions 
from the Scandinavian-Ainerican Bank to make 
them. Then, when they received that instruction, 
they would then enter the credit upon the books of 
the Fairbanks Banking Company, giving the Tanana 
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Electric Company credit in those sums, as they did 
on May 1st for $18,000, after they had been in- 
structed by the Scandinavian-American Bank to do 
tidig of eee 

Mr. McGINN.—If you will admit that these ad- 
vancements were made from time to time and before 
these notes were given to the Scandinavian-American 
Bank; that is, that this $18,500 was advanced to the 
Tanana Electric Company from time to time prior 
to the Ist of May, 1907, and that upon that date or 
April 30th, a note was obtained for that amount and 
sent to the Scandinavian-American Bank or held 
here for the benefit of the Scandinavian-American 
Bank— 

Mr. RIDER.—Upon their direction to take it. 

Mr. McGINN.—Owing to the telegram that was 
introduced in evidence. 

Mr. RIDER.—I do not think that telegram was 
introduced, the one [319] in May directing them 
to take a note from the Tanana Electric Company. 
You and I can agree upon what these book entries 
show, if it will save time. * * * [I have identi- 
fied the date when those advancements were made, 
but it is my understanding that they were made prior 
to the time the Scandinavian-American Bank au- 
thorized it, and the credit was not given to the Ta- 
nana Electric Company until the Scandinavian- 
American Bank directed this bank to do so. 

Mr. McGINN.—With that understanding, I will 
not go into these matters. The credit was given be- 
fore to the Tanana Electric Company. 
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Mr. RIDER.—Given before what? 

Mr. McGINN.—Was given before they received 
any of these. 

My. RIDER.—The advancements were made to 
them, but they would be charges. But the credit to 
the Tanana Electric Company wasn’t given. 

Mr. McGINN.—You mean; charges to the Scandi- 
navian-American Bank? 

Mr. RIDER.—Yes, and the credit to the Tanana 
Electric Company. 

Mr. McGINN.—That is right. 

We would like to ask Mr. Rider whether he has in 
his possession the telegram which called for the tele- 
gram of April 30, 1907. It is a telegram from the 
Fairbanks Banking Company to the Scandinavian- 
American Bank. 

Mr. RIDER.—I presume it will be found in one 
of the letter-books. I will look it up for you. (Pro- 
duces letter-book.) 

Mr. McGINN.—I desire to read from Book 4, 
copies of telegrams. (Reads.) On page 339. 

‘‘Rairbanks Banking Company. April 24, 1907. 
Fairbanks, Alaska, April 24, 1907. Scandinavian- 
American Bank. Tanana Hlectrie Company have 
deposited with us mortgage for $100,000, note $18,- 
500 payable on demand with interest [820] at 6 
per cent per annum. Place to our credit when ac- 
complished pay Halliday Machine Company $6400 
on account of your collections 54061, 54167 and 
54438. Fairbanks Banking Company.’’ 

Telegram found on page 346:— 
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Mr. RIDER.—No objection to their being sup- 
plied by copies, and marked as their exhibits. 

Mr. McGINN.—Same book, page 346 (Reads) : 

‘Fairbanks, Alaska, April 29, 1907.’’ A telegram. 
‘“Scandinavian-American Bank, Seattle, Washing- 
ton. Refer to our telegram of 24 April, Tanana 
Electric. What has been done in the matter? 


FATRBANKS BANKING COMPANY.” 

Book 4, page 41 (Reads) : 

‘Fairbanks, Alaska, September 2, 1907. J. E. 
Chilberg. Tanana Electric have deposited note for 
$25,000 payable on demand, in favor of Scandi- 
navian-American Bank. Wire funds to bank.’’ 


FAIRBANKS BANKING COMPANY.”’ 

Same book, page 119 (Reads): Telegram. 

‘‘November 7, 1907. J. E. Chilberg, Vice-presi- 
dent Scandinavian-American Bank, Seattle, Wash- 
ington. In reply to your telegram of 6th did not 
know was overdrawn. Presume that Richmond re- 
quired deposit for account. Tanana Electric $69,000. 
We have advanced $380,000 against this transfer. 
Owing to bad condition of the road, have been unable 
to ship. Will ship $100,000 Monday.” 

Give me Plaintiff’s Exhibit ‘‘I.’’ (Same handed to 
Mr. McGinn by the clerk). We desire to read the 
whole of the letter of J. HE. Chilberg to the Fairbanks 
Banking Company. Counsel for plaintiff read part 
of it. [2821] 

Mr. RIDER.—It is understood, I presume, that 
the right of counsel to introduce any portion of their 
case as a part of the plaintiff’s case is objected to, 
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and that this is received with that understanding, 
and with that objection to all of these exhibits that 
he is offering. 

Mr. McGINN.—(Reads Plaintiff’s Exhibit ‘‘T.’’) 

Now, give me Plaintiff’s Exhibit ‘‘E.’’ I desire 
to read from paragraph 23 of the minutes of the 
meeting of the board of directors. (Objected to as 
not cross-examination.) Counsel read from section 
24, and section 23 is so counected with it that it 
should be read. It is as follows: (Reads.) 

‘23. It was moved by Mr. Claypool and seconded 
by Mr. Robinson that the date heretofore agreed 
upon by the stockholders prior to incorporation, 
namely: February 15th, 1908, for the opening of the 
Fairbanks Banking Company, a corporation, be 
changed to March 16th, 1908. Carried.”’ 

The COURT.—Very well, in regard to that part 
Coe Ta 

Mr. MecGINN.—I will proceed to something else 
now. 

Q. Mr. Stewart, the other day when vou were upon 
the witness-stand you were asked concerning the as- 
sets and liabilities of the Fairbanks Banking Com- 
pany upon certain dates. You remember that? 

Yes, sir. 

Q. The accrued interest that was credited to the 
Fairbanks Banking Company and which amounted 
to the sum of $39,642.81 was placed to their eredit 
on March 23, 1908, I believe you stated. 

A. It was about that date. 

Q. And that was carried as a liability, was it not? 
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A. Yes, sir. [322] 

Q. Was any of the interest that accrued then 
counted as a resource ? 

A. No, sir, not in the figures that I gave. 

Q. I believe you testified that upon the 30th day 
of June, 1908, the total assets of the Fairbanks Bank- 
ing Company were $1,251,924. Is that correct? 

A. Yes, sir. 

Q. And that the total liabilities of the Fairbanks 
Banking Company was $1,290,843.40 ? 

Jey NOS UY 

Q. The difference between the amount of the as- 
sets and habilities was the sum of $38,918.40? 

A. Approximately, without figuring it. 

Q. If this accrued interest which was due the part- 
nership, or owing to the partnership, and which was 
not due until the 31st day of December, 1908, had not 
been carried as a liability at that time, it would have 
showed that the assets exceeded the liabilities in 
about the sum of $741.44? 

A. Without figuring it, approximately. That is, 
the liabilities would have been reduced the sum of 
$39,000. 

Q. As a matter of bookkeeping, when this interest 
which was due upon these notes up to the 16th day 
of March was charged as a liability against the cor- 
poration, should not the interest that had been earned 
up to that time and which was due to the corporation 
have been included in the assets? 

A. Well, of course, that would be figuring the ac- 
crued interest. 
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Q. But you are charging this interest up to the 
16th day of March against the corporation, are you 
not, and in favor of the partnership ? 

A. I don’t quite eatch that. [323] 

Q. You charge this $39,642.81 interest as a liabil- 
ity against the corporation ? AL WOES. Sie, 

Q. Well, then, in that case should not the interest 
that was earned up to that time have been computed 
and included in the assets? 

A. You could consider that as an asset. But the 
figures I took were just the figures as shown by their 
daily statement, you understand. 

Q. I am taking it as a matter of bookkeeping, in 
order to show the true condition of the bank at that 
time. Shouldn’t that have been done? 

A. It could have been considered as an asset. 

Q@. The interest that was earned and not collected 
should have been considered as an asset? 

. Accrued interest on loans is an asset. 

. But it is not included. 

. It is not included. 

. It is not included in that statement? 

pe OSI: 

. You also gave figures as to July 20, 1908, in 
which you say that the total assets of the Fairbanks 
Banking Company were the sum of $1,208,796.76, 
and that the liabilities were $1,229,489.68; showing 
that the liabilities on that date exceeded the assets 
in the sum of $20,000. ‘That is correct? 

AM. Approximately that amount. It would be 


QProro & 


whatever the difference Is. 
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Q. What I have asked you concerning this interest 
account which had been placed to the credit of the 
partnership, also will apply to this as well, will it 
not? A. Yes, sir. [324] 

Q. And the same is true as to the assets and liabili- 
ties mentioned by you as of date 29th day of July, 
1908 ? A. Yes, sir, the accrued interest. 

Q. And as of August 5, 1908. A. Yes, sir. 

Q. And of September 18, 1908, and long after, and 
up to the 31st day of that year? 

A. Up to the 31st day of December. 

Q. I would like to ask you to refer to the book 
called the Daily Statement of the 29th day of August, 
1908. A. Yes, sir. (Opens book.) 

Q. I wish you would take a paper and a pencil, 
and I will ask you to write down the amount that 
was due the Fairbanks Banking Company from the 
Bank of British North America on that date. 

A. $3,132.27. 

Q. How much was due this bank from the First 
National Bank of San Francisco? A. $2,052.40. 


Q. And the National Park Bank of New York? 
A. $17.66. 

Q. And the Seattle National Bank? 

A. $714.86. 

Q. Valdez Bank and Mercantilé Company ? 

A. $791.78. 

Q. Dexter-Horton? A. $400,107.39. 

Q. Sundry Banks? A. $100. 

Q. Bank of California, San Francisco? 

A. $985.21. [3825] 
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. J. W. McCormick. A. $381.92. 
. Shepard Brothers and McBride ? A. $45.94. 
. Cash on hand? A. $193,007.54. 
. Gold-dust on hand? A. $125,891.94. 
. Can you figure that up and give me the total? 
. $727,228.91. 
. Now, I would ask you to refer to the amount 
due depositors. They kept two accounts there, didn’t 
they? ordinary and savings accounts ? 

ia. Yes, Sil’, 


DrOOOLLO 


Q. How much was due to ordinary depositors? 

A. $660,519.41. 

@. How much was due the savings account? 

A. $37,305.03. 

Q. How much was due the depositors of the Cleary 
Branch? A. Due to Cleary Branch $59,186.41. 

Q. And the Dome City Bank, being a branch bank ? 

A. $425.37. 

Q. J. P. McCrosky, agent ? A. $1523-92. 

Q. Alaska Bank, Nome? A. $1095.74. 

Q. Outstanding scrip? A. $390.00. 

Q. Old Bank collections; not the interest, just the 
collections ? A. $2,378.54. 

(). I will ask you to state whether or not those were 
all the demand liabilities that existed on that date, ex- 
cept the Dexter-Horton matter. 

A. Except the Dexter-Horton $200,000 ? 

Q. Yes, sir. [826] 

A. And the Barnette special deposit. 

Q. That was not due at that time, I mean, on de- 
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mand; and excepting the savings, which was not a 
demand either. 

. The Seandinavian-American Bank. 

. That is a disputed account, is it not? 

. I don’t know what the dispute was at that time. 
. What is the amount of it? A. $9,746.19. 

. Leaving that out, is there anything else there? 
. The capital stock lability. 

Just figure up what you have there. 
$762,824.42, I make it. 

Did you know who J. W. McCormick was ? 

« SERS, SUN, 

. He was the agent of the bank, buying gold-dust? 
. I presume that is what this is intended for. 

. Shepard Brothers & McBride acted as agents 
for the bank out on Fairbanks Creek. 

A. I don’t know them. 

@. Those items such as, due from Bank of British 
North America, First National Bank, etc., are all 
available cash. You know that. A. What? 

Q. That is available cash, money on deposit in 
other banks; that is considered available cash? 

A. That is considered available, yes, sir. 

Q. Ready for instant use. a Mes), Sine. 

Q. I will ask you to state what the difference is 
between the amount of cash and gold-dust that was 
available to the bank upon that day, and the amount 
of its then demand obligations, as you have read 
them out here. [3827] 

A. The liabilities exceed these assets in these 
figures to the extent of $35,599.51. 


OrPOPOPrPOPOOPOD 
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Q. In other words, the Fairbanks Banking Com- 
pany, upon the 29th day of August, 1908, had suffi- 
cient money to pay all of their depositors—sufficient 
money on hand to pay all of their depositors, with 
the exception of about $35,595.51. Isn’t that true? 

A. That is what this figures out, from these figures. 

Q. There can’t be any mistake about those figures ? 

A. No, sir, that is what the book shows. 

Mr. RIDER.—You mean the depositors you have 
listed. 

Mr. McGINN.—AI] the depositors here; also due 
depositors at the Bank of Cleary, depositors of the 
Dome City Bank, J. J. McCormick, the agent of the 
bank, Alaska Bank at Nome; what was due them; 
also outstanding scrip $890; old bank collections 
amounting to $2,878. What other liabilities did the 
bank have on that date, not including the capital 
stock and not including the Scandinavian-American 
Bank? 

A. E. T. Barnette special, deposit $200,000, and 
the bills payable $200,000. 

Q. What do you mean by ‘‘bills payable ?”’ 

A. That I believe was the Dexter-Horton. 

Q. What else? 

A. The old bank interest $39,000. 

Q. That was not duc at that time, was it? Well, 
put it down. Anything else? A. $483.59. 

Q. That covers all the liabilities except the capital 
stock. A. Yes, sir. 

Q. What does that amount to? 

A. The outstanding capital stock? [828] 
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Q. No. What is the total of those items that you 
have there? 

A. The total of these items is $439,483.59. 

Q. What were your loans and discounts upon that 
date ? A. $282,836.81. 

Q. What was your real estate ? A. $26,817.63. 

Q. Gold Bar stock? A. $341,949. 

Q. Can you tell approximately what amount of in- 
terest was then due to the bank which had not yet 
been collected ? A. No, I cannot. 

Q. Can you tell whether or not that would about 
off-set that item of $39,000? 

A. That is a pretty hard matter to give, for me. 

Q. Could you tell whether it would be ten, twenty 
or thirty thousand dollars? 

A. It would be a mere guess. 

@. You have no means of telling? A. No, sit. 

Q. What does that figure up? That is everything 
there is, is it? A. $651,603.44. 

Q. The total liabilities were $439,483.59, were they 
not. A. Those were those four items. 

@. What is the difference between those items ? 

A. $212,119.85. 

Q. How much was the capital stock upon that 
date? A. $300,000. 

Q. How much paid up; I mean, subscribed stock, 
outstanding stock ? A. $188,200. 

Q. What is the difference between the surplus and 
the outstanding stock? [329] 

A. The difference between the $188,000 and the 
$212,000? 
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Q. Yas. A. $23,919'85. 

Q. That does not include any interest that was 
then due? A. No, sir. 

Q. So, then, you say that the Fairbanks Banking 
Company upon the 29th day of August, according to 
their books, had sufficient money to pay all of their 
depositors and what was due to banks, with the ex- 
ception of about $35,000; that is, they had cash in 
hand practically. 

A. Well, it had that cash in hand sufficient to pay, 
excepting $35,000, those items I read there. 

Q. All their depositors, and what was due banks. 

A. Yes, sir, those items. 

Q. They had sufficient to pay, with the exception of 
$35,000. A. Yes, sir. 

Q. They owed Dexter-Horton at that time $200,000. 

ee VCS, Sit. 

Q. But they had loans and discounts amounting to 
the sum of $282,000. A. Yes, sir. 

Q. So that their loans and discounts, if all but 
$82,000 of them were paid, would be sufficient to pay 
Dexter-Horton. A. Figuring that way, yes, sir. 

Q. They owed Barnette on a special account 
$200,000. A. That is correct. 

Q. They were carrying Gold Bar at $341,000. 

A. Yes, sit. 

Q. So, Gold Bar, ought to have been sufficient to 
pay barnette. AS Ves: 

Q. Then they had the real estate here, and the in- 
terest that was [380] still due, to pay the balance 
of the $35,000 that was due depositors that they 
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didn’t have sufficient money on hand to pay, isn’t 
that true, on the surplus and the loans and discounts? 

A. And that interest that belonged to the old bank 
should be considered here, too. 

Q. You have got that included there. 

A. It is included in that $489,000 part of the Habil- 
ities there. 

Q. But I am asking you about the 38,000 that they 
lacked in cash to pay all of their depositors on that 
date and what was due to banks. 

A. Yes, sir. 

@. They had their real estate here and interest on 
existing loans to pay that, didn’t they, and the sur- 
plus in the profit and loss account? 

A. You figure that the loans would take care of the 
Dexter-Horton, and Gold Bar take care of Barnette. 

Q. Gold Bar would certainly take care of Bar- 
nette? A. Yes. 

«. And there was real estate and surplus enough to 
take care of the $35,000? A. Yes, 

Q. It would do that? A. Yes. 

Q. So that they had $82,000 loans and discounts 
that exceeded the claim of Dexter-Horton; they had 
the difference between the $341,000 which they were 
carrying Gold Bar for and the $200,000, to pay this 
$39,000 that was due the old institution and to pay 
the subscribers or stockholders for their stock ? 

A. I think that would figure out about that way, on 
those figures. [331] 

Q. As a matter of fact, it practically shows that 
they could pay every depositor on that day in full. 
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Wasn’t that the condition of the bank on the 29th 
day of August? 

A. Well, in my statement I have taken the state- 
ment just as they show it on this daily statement 
book. 

Q. According to the books. That is where you got 
all of your statements ? 

A. Of course. I have not figured it the way you 
have figured it. 

Q. But you can’t get away from those figures. 

A. L admit, if you were to figure that way, that— 
(Interrupted). 

Q. Figure it any way? 

A. I say; when I figured the other, these figures 
from these books was what was called for. 

Q. You didn’t testify to this date, the 29th? 

A. I don’t remember. 

Q. Do you know whether or not upon that date 
the depositors of the bank—or that there were de- 
positors of the bank that owed the bank in the ag- 
gregate the sum of $30,000? 

A. That there were depositors that owed the bank? 

Q. Yes. Notes not due that they owed the bank 
at that particular time. 

A. I have never gone into that. 

Q. I want to call attention to the stock that is 
claimed to have been surrendered, and purchased by 
the corporation. First— [832] 

Q. I want to call your attention to the stock that 
is claimed to have been surrendered, and purchased 
by the corporation. First of all, is the stock of B. P. 
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Walsh. Can you tell me whether Walsh had ever 
paid for his stock or not? 

A. He paid $25.00 on June 38rd. 

@. Did he ever pay any more? 

A. No, sir; I believe that is all. 

Q. Did the bank ever refund any money to him for 
his stock? A. Ever refund any money to him? 

Q. Yes. Or pay him any money for his stock? 

A. They returned to him his $25. 

@. Where does that appear ? 

A. On the debit ticket, July 15th. 

Q. July 15, 1908. The next is Ed Thomas, July 
20th. Do vou know whether Ed Thomas ever paid 
for his stock? 

A. Thomas according to a memorandum here—I 
am not taking this from the books—Thomas paid 
$250, and on July 20th—(Intrpd.). 

Q. Was there ever any stock issued to Thomas? 

A. I don’t find his name in the stock-book here. 

Q. You don’t find where there was any stock ever 
issued to him? pe Now sir: 

Q. I will ask you next as to A. McBride—(Inter- 
rupted). 

A. Thomas gave his note on March 16th for $250 
and $750, and he paid $250, and that was afterwards 
refunded. 

Q. You don’t find his name in the stock-book? 

Ae NO. Sir: 

Q. You don’t find where any stock was ever issued 
tohim? [3833] 

A. No. These notes were given, I believe, and the 
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stock was to be issued when the notes were paid. 

Q. His name was never put in the stock-book at 
all? 4 NiO; cin 

Mr, RIDER.—Is that Thomas or McBride? 

A. Thomas. 

Mr. McGINN.—Q. The stock-book should show all 
of the stockholders. 

A. It should. Maybe it is not possibly indexed 
here. J don’t seem to run across it here as being 
indexed. 

Q. We will pass to A. McBride, $2,000. Was there 
any stock ever issued to hin? 

A. McBride gave two notes for stock. 

Q. Lasked youif there was ever any stock issued to 
him. 

A. He is not shown on the stock ledger, no. 

Q. His name doesn’t appear as a stockholder in the 
coneern in any way on the books of the company ? 

A. I don’t think there was any stock ever issued 
to him. 

Q. No stock issued, and his name does not appear 
in the stock-book ? ASN 0, Sir, 

Q. We will take up the next one; Antone Letnis, 2 
shares. A. I don’t find him on the stock ledger. 

Q. His name don’t appear as a stockholder of the 
Fairbanks Banking Company, does it? 


A. No, sit. 
Q. And there was never any stock issued to him 
by the Fairbanks Banking Company? Ag MO. sit, 


Q. A. N. Larsen, 10 shares, it savs here in the com- 
plaint. A. The same way with Larsen. 
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Q. Never a stockholder and never any stock issued 
to him. [334] A. No, sir. 

Q. F. E. Johnson. 

A. F. E. Johnson appears on the stock ledger. 

@. How many shares? A. ‘I'wo shares. 

Q. Was his stock afterwards returned into the 
treasury of the corporation ? 

A. On July 20th, F. E. Johnson, 2 shares. He gave 
his notes on March 16th. That is George Johnson you 
are speaking of, I think. 

Mr. CLARK.—It says ‘‘F. E.”’ 

A. It should be ‘‘George Johnson, July 20th.’’ The 
stock was not issued to F. E. Johnson until July 20, 
1908, 200 shares. 

Mr. McGINN.—Q. You say it was issued to him 
upon that date? 

Mr. CLARK.—That is another Johnson. It was 
F. BE. Johnson whose stock was issued July 20th. 

Mr. McGINN.—No, that is the day it was supposed 
to be surrendered. It is F. EK. Johnson here. 

Q. Was that stock ever surrendered back to the 
corporation ? A. George Johnson, 200 shares. 
No. We want F. E. Johnson. 

EF. E. Johnson’s was surrendered back. 
When was it issued? 

. The stock-book says July 28, 1908. 

Was it ever surrendered back to the company ? 
December 12, 1908. 

Had he paid anything on his stock ? 

. Yes, sir; I think he paid for his stock. 

. Do you know? 
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Mr, HEILIG.—There is another item ‘‘ F. E. John- 
son’’ on this list, ‘‘ December 12, 200 shares.”’ [335] 

A. Well, I can’t tell from the books here, without 
tracing that up, just how that payment was made of 
July 28th. 

Mr. McGINN.—Q. You don’t know? 

Peed tmecall don t remember 

Mr. McGINN.—We will pass that for the time be- 
ing. 

Mr. HEILIG.—What is that? 

Mr. McGINN.—F. E. Johnson. He has nothing 
there to show whether he paid for it or not and he will 
look that up. 

Q. J. L. Tobin. 

A. His name don’t appear on this stock-book. 

(). He was never a stockholder of the corporation ? 

A. Among the original stock subscription notes, 
his name appears. 

Q. There was never any stock issued to him by 
the corporation ? 

A. No, sir; no stock certificate issued to him. 

@. Where the stock has not been issued to these 
people, it is not included in the paid-up capital stock 
or subscribed capital stock of the bank, is it? 

A. These that vou have been speaking of had been 
carried up to July 20th in the treasury stock. 

Q. They were carried in the treasury stock? 

ee CCS, STI 

Q. But there was never any stock issued to them ? 

A. Never any stock issued to them. 

Q. Harry Cribb; 5 shares. 
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Was 
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. The same way with him. 

. S. Hall Young? A. The same way with him. 
. A. J. Nordale? A. The same way with him. 
. Barrett & Sickinger ? A. The same way. 


K. A. Stewart ? A. Yes, sir. [336] 

How many shares? A. Five shares. 

Had he ever paid anything on those shares? 
Yes, sir. 


. How much? A. He paid $500. 


And they refunded him the $500 back ? 
Wes) sir, 


. On what date was the refund made? 
. July 23, 1908. 


S. R. Weiss? 
No stock ever issued to him. 


. His name doesn’t appear as a stockholder? 
. No, sir. He gave his note for stock, and it 


charged to treasury stock on July 28th, and 


credited—(Interrupted). 


QOODP OOP OOOPO 


. No stock ever issued to him ? 
. No stock ever issued to him. 
. Osmond Olson? A. Yes, sir. 


How many shares? A. Twenty shares. 
Did he ever pay anything on that stock? 
Yes, sir. 

How much? A. $2,000. 

Was that stock afterwards cancelled? 


. That was afterwards cancelled. 
. On what date? A. August 5, 1908. 


A. J. Williams? A. Yes, sir. 


. Five shares? A. 5 shares. [3837] 
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@. Did he ever pay anything on it? 

A. He paid $500. 

Q. That is marked (Reads from paper): ‘‘Can- 
celled + day of August, 1908?”’ A. Yes, sig 

@. And returned to treasury stock? 

Ay Yes, sir: 

@. Then this stock that was cancelled was re- 
turned into the treasury as treasury stock? 

Ae GS. sii 

Q@. hk. R. Whyers. 

A. 10 shares, August 8th, cancelled. 

@. Did he ever pay anything on that? 

A. Yes, sir. He paid $250, and that was refunded 
to him. 

Q. That is all he ever paid on it, was $250? 

A. 250. 

Q. Of course, the stuck was never delivered to 
him? It was merely made out, and never delivered. 
A. The certificate is still attached mm the book, 

Q. It doesn’t bear any indorsements on the back 
of it? A. No. 

Q. D. Courtemanche ? A. Yes, sil, 5 shares. 

Q@. Did he ever pay anything on it? 

A. He paid $500. 

Q. Where does it show that he ever paid the 
money ? 

A. This note nuinber 2231, and number 2232, made 
by Dave Courtemanche, for $125 and $375, marked 
paid June ist. 

Q. Were they paid by the cancellation of the 
stock, or were they paid in money? 
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ek 


Q. 
iN 


No, they were paid in money. 
Were those notes paid? [3838] 
Those notes were paid, yes, sir, both marked 


‘*paid.’’ 


Q. 
Q. 
A. 
Q. 


Both marked paid? A. Yes, sir. 

When was that stock cancelled? 

On the 6th day of August, 1908. 

HE. M. Keyes is next on the list. How many 


shares of stock did he have, if any? 


ae 


He gave his notes for stock, and they were can- 


celled and taken out of the stock afterwards, 
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. When was that done? 

. No stock was issued to him. 

. No certificate ever issued to him? 
NOWsin, 

. Does his name appear in the stock-book? 


No, sir. 

He is in the same position as these others? 
Yes, sir. 

The stock always remained in the treasury ? 


. Yes, sir. 


And never was issued? 


. A certificate never went out. 
. The stock was never issued. It remained in 


the treasury all the time. 


iM 


Well, he is not recorded on the stock-book. 


The stock was outstanding in the treasury stock ac- 
count on their general statement, but no certificate 
of stock was given to Mr. Keyes. 


Q. 


There was no certificate ever made out, and 


his name does not appear as a stockholder on the 
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books of the company? A. No, sit. 
Q. Oscar Goctz? A. Yes, sir. 
Q. How many shares? A. 10 shares. 


@. Did he ever pay for his stock? [839] 

A. I believe he paid for his stock and the stock 
was issued to him. 

@. Do vou know whether or not Courtemanche was 
indebted to the bank at the time they cancelled his 
stock or not? A. He was, yes, sir. 

Q. In what amount? 

A. One note I know of for $200. 

(. And this money that he received from his stock 
went in payment of that note? 

A. $200 of it, ves, sir, 

Q. Aud do you know whether Oscar Goetz was in- 
debted to the bank at the time his stock was can- 
celled? 

A. No, I don’t know, without looking it up. 

Q. Can you look it up? 

A. There might have been some note held by the 
bank at that time. That I couldn’t tell. But there 
was no note that was paid with the refund, as ap- 
pears there. 

Q. G. A. Vedine? 

A. Vedine is in the same condition as those others. 

Mr, RIDER.—Q. What condition ? 

A. That there was no stock issued to him. His 
name don’t appear on the stock-book. 

Mr. McGINN.—Q. McDonald. I don’t know what 
his initials are. They are not given here. 

A. He is in the same condition as Vedine. 
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Q. Did he ever pay any money to the bank on his 
subscription ? A. McDonald? 

Q. Yes. A. No, sir. 

Q. When was his stock cancelled? 

A. October 23d, I think. I can tell that from the 
stock-book, the treasury stock account in the gen- 
eral ledger. [340] 

Q. Do you know whether he owed the bank any 
money at that time? A. I do not. 

Q. Can you ascertain? 

A. It would be pretty hard to tell. While he gave 
these notes he gave for this stock—(Interrupted). 

Q. Outside of that? 

A. It would be a pretty hard thing to tell that. 

Q. B. KE. Johnson? A. He had 25 shares. 

Q. Are you sure of that? 

A. B. E. Johnson, 10 shares. ‘‘25’’ was the num- 
ber of the certificate. 

. Did he ever pay anything on this stock? 

. Yes, sir. That certificate was paid for, $1000. 
. Was the money subsequently refunded to him? 
. It was subsequently refunded. 

. What date? 

. Under the date of November 19th, I have there. 
. Was he indebted to the bank at that time? 

. Yes, sir. 

. In what amount? 

. There was a note made by David Strandberg 
and Strandberg Brothers, and ‘‘J.’’ Johnson. 

Q. What was the amount of that note? 
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A. The principal amount in that note was 
$15,000. 

Q. When was the note executed? 

A. November 5, 1908. 

Q. And the Strandberg Brothers, and another 
Strandberg had 110 shares of stock, didn’t they ? 

A. 110 shares, yes, sir. 

Q. That stock was paid for, wasn’t it, and issued 
to them ? [341 | 

A, Mat was paid for. 

Q. And a stock certificate issued to them. Do you 
remember when they paid for it? 

A. I don’t remember. (Examines some books.) 
Yes, sir, those certificates were issued. 

Q. The stock was paid for in June and July, 
wasn’t it? A. July, I believe, 1908. 

Q. And the Johnson stock was also paid for at 
that time? 

A. I presume at the saine time. June 3d it was 
issued. 

Q. Strandberg Brothers and Johnson were oper- 
ating on Ester Creek? A. I don’t know. 

@. They borrowed $15,000 from the bank in 
November? A, Yes) sit 

@. And in payment of that note they surrendered 
up, that is, Johnson surrendered up his 10 shares of 
stock, and the Strandberg Brothers surrendered up 
their 100 shares of stock and Emma Strandberg sur- 
rendered her 10 shares? 

A. No. Emma Strandberg’s went to her general 
eredit on deposit. 
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Q. It was the stock of Johnson and Strandberg 
Brothers that was applied on this note? 

A. Of $11,000, that was applied on this note of 
$15,000. 

Q. And the balance was paid in cash? 

A. The balance of the note, $4,000.00 was paid in 
cash, 

Q. In other words, the bank accepted this stock as 
payment upon their obligations, that is, the obliga- 
tions of Strandberg Brothers? 

A. That was towards the payment of that $15,000 
note. 

Q. Was Emma Strandberg indebted to the bank at 
that time? A. I don’t know. 


Q. Is there any means of telling? 

A. There was no note paid when her stock was 
cancelled or [842] refunded. That was placed to 
her deposit account, $1000. 

@. Next we have, John Clifford. 

A. John Clifford, 2 shares. 

Q. Did he pay for it? es: Sir, 

Q. And it was afterwards cancelled? 

A. That was afterwards cancelled, February 9, 
1909, 

Q. Did he owe anything to the bank at that time, 
do you know? 

A. I don’t know. There was no note paid at that 
time. 

Q. How was this money refunded; paid to Clit- 
ford, placed to his account, or what? 

A. No, I don’t know that he had a deposit ac- 
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count. I can’t find any credit on the deposit, or any 
credit of any loans. Unless there is some credit of 
his account—A credit was given to him in some man- 
ner, because there is a debit to treasury stock. 

Q. George Jestel? A. 5 shares. 

Q. Did he pay for it? A. Yes, sir. 

Q. The stock was subsequently cancelled, was it? 

A. Cancelled and returned February 19, 1909. 

Q. These certificates that you have here, all show 
that they were cancelled by B. R. Dusenbury, either 
as cashier or secretary ? 

A. Well, I have noticed his name on a great many 
of them. 

Q. Have you found the name of anybody else on 
them? 

A. Here is one: ‘‘J. A. Jackson, Secretary.”’ 

Q. That was cancelled by the issue of number so 
and so. Other stock was issued for that. But I 
mean these: Here is one by Dusenbury, Secretary. 

A. By Dusenbury, Secretary. [3843] 

Q@. And this next one, ‘‘redeemed,”’ isn’t it? 

A. That is the one we were just talking about. 

Q. What does that show? 

A. Redeemed and cancelled February 9, 1909. B. 
R. Dusenbury, Secretary. 

Q. And this one, Osmond Olson reads: cancelled 
by refund to J. A. Jesson, per instructions from 
Osmond Olson. That is also signed by Dusenbury 
as secretary. A. Yes, sit. 

Q. And this certificate, W. G. Cassels, cancelled 
July 16, 1908, by Dusenbury, Secretary. George Jes- 
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tel; that was cancelled when? 

A. February 19, 1909. 

@. Cancelled and retired, B. R. Dusenbury, 
Cashier. Now, do you know whether or not Jestel 
was indebted to the bank at that time or not? 

A. I don’t know, without looking—lIt is almost im- 
possible—at the list of loans. 

Q. Have you any memorandum of what became of 
this money ? 

A. Yes, sir, it was placed to his deposit account. 

Q. His name appears in this bad debt account, 
doesn’t it? A. No, sir. 

Q. Now, the next is Hart & McConnell, 10 shares? 

A. Hart McConnell, 10 shares. 

Q. When was that cancelled by Dusenbury? 

A. June 10, 1909. 

Q. June 10, 1909, Dusenbury, Cashier. Do you 
know whether he was indebted to the bank at that 
time or not, | mean Hart & McConnell? 

A. I do not. 

Q. Do you know what disposition was made of the 
money? [3844] 

A. It was deposited to their deposit account. 

Q. How much was deposited to them? 

A. $1,000. 

Q. Louis Enstrom? 

Q. Was any stock issued to Louis Enstrom and 
Oscar Enstrom ? A. Yes, sir. 

Q. How many shares each? 

A. 5 shares was issued to Louis Enstrom and 9 
shares to Oscar Enstrom. 
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Q. What stock was surrendered up, on what day? 

A. The certificate is marked August 24, 909. 

Q. It is marked: ‘‘Caneelled. Dusenbury, Seecre- 
tate.’ A. Yes, sir. 

Mr. HETLIG.—Q. You mean the Pete was 
marked: ‘‘Cancelled August 24, 1909’’? 

A. Yes, sir. 

Q. Which one is that? 

Mr, MceGINN.—That is Louis. How about Oscar? 

A. The same date marked ‘‘Cancelled. Dusen- 
bury, Secretary.”’ 

Q. Do vou know whether or not they were in- 
debted to the Fairbanks Banking Company at that 
time? A No. I donot: 

Q. Do you know what disposition was made of the 
money, if any was paid them for their stock ? 

A. There is a credit August 24, 1909, to Enstrom 
Brothers, $1000 account 10 shares. [345] 

Od. 15. Parsi, 

A. Certificate for 5 shares, dated May 1, 1908. 
Certificate for 5 shares, dated September 14, 1908. 

Q. Making in all 10 shares? A. 10 shares. 

Q. When does it appear from the certificate that 
that stock was returned to the treasury? 

A. This is marked: ‘‘Cancelled October 28, 1909, 
J. A. Jackson, Sceretary.’’ That is certificate num- 
ber 17. 

Q. Of date? 

A. Of date May 1, 1908. ‘The one dated Septem- 
ber 14th, certificate number 71 for 5 shares; ‘‘Can- 
celled October 28, 1909, J. A. Jackson, Secretary.’’ 
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Q. Now, I believe that you testified in your direct 
examination that that money was paid D. Michie per 
Parkin, or something of that kind. Do you know 
whether or not that money was paid to H. B. Parkin 
for that stock? Itis:‘‘D. Michie on account of Par- 
kin stock,’ isn’t it? 

A. It appears that under date of October 28, 1909, 
when these two certificates were cancelled, that a 
note, date May 27, 1909, number 2921,—a memoran- 
dum note it was,—made by D. Michie for $1000, was 
cancelled. 

Q. You say that it was made by D. Michie. The 
memorandum of the note wouldn’t have been made 
by him? 

A. The memorandum note, no, sir. The memo- 
randum note would not have been made by him. I 
am taking it from the register, under ‘‘maker of 
note’’ ‘‘D. Michie,’’ and over to the right a notation 
‘‘memorandum.’’ That had been made by some offi- 
cer of the bank, presumably by some officer of the 
bank. 

Q. What does this mean here (Indicating). 

A. This is a memorandum on the charge to treas- 
ury stock. It [846] states: ‘“‘Stock notes cred- 
ited B. R.’’ (bills receivable). Here is a credit to 
bills receivable, Note 2921, $1000. Memorandum. 

Mr. McGINN.— ‘Stock notes charged bank.’’ We 
would like to read this in evidence. 

Mr. RIDER.—AI right. 

Mr. McGINN.—(Reads): ‘‘October 28, 1909, debit 
treasury stock’’— 
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The COURT.—What is that piece of paper? 

Mr. McGINN.—The debit ticket (Reads): ‘ 
Michie, account Parkin stock, $1000; Aleck Cam- 
eron, $100; Edith McCormick $200; J. W. McCor- 
mick, $200. Total $1500. Stock notes credited B. 
R.”? Signed ‘‘J.’’ And the credit is: ‘October 28, 
1909, credit B. R. number 2922 Michie $1000; #2225 
Aleck Cameron $100; 2221, Edith McCormick, $50; 
2222 Edith McCormick, $150; 2223, J. W. McCor- 
mick, $50, 2224, J. W. McCormick $150. Total 
$1500. Stock notes charged back.’’ I will ask you 
to state whether or not Aleck Cameron ever paid for 
his stock, and whether there was ever any stock 
issued to him. 

A. The stock ledger, page 80, shows Aleck Cam- 
eron under date of August 20, 1909, transfer 4, certifi- 
cate number 80, 1 share. On the other side; October 
28, 1909, certificate number 80 is charged. The cer- 
tificate of stock is dated August 20, 1909, for one 
share, and it appears never to have left the stock- 
book, 

Q. Never to have been signed ? 

A. It is not signed by the president. It is signed 
by B. R. Dusenbury, Secretary. 

@. Can you state whether or not he ever paid for 
that share of stock? 

A. No, sir. Iam satisfied he did not, because the 
note that was originally given is this same number 
2225 which is credited here at the time it was 
charged back. [847] 

Q. They just charged off fre note and took back 
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the stock. A. Yes, sir. 

Q. Then Edith McCormick and J. W. McCormick. 

A. The same thing in regard to the McCormicks 
as with the Cameron. 

Q. J. W. McCormick was indebted to the bank at 
that time besides that note for his stock ? 

A. I am sure I don’t know. 

Q. Could you refer to this list and tell us—the list 
of notes that you say the receiver now has in his pos- 
session? (Handing same to witness. ) 

A. That note is number 3,635, which is dated Octo- 
ber 6, 1910. That was not given until October 6, 
1910. (Indicating on list.) 

Q. You don’t know whether or not at that time he 
was indebted to the bank ? 

Mr. RIDER.—At what time? 

Mr. McGINN.—At the time the stock was can- 
celled. 

A. No, I do not know. 

Q. Francis H. Taylor. 

A. A stock note of Francis H. Taylor was can- 
celled the same as the McCormick note, and the same 
follows with reference to the stock. 

Q. Who was that taken by? 

‘A. Cancelled by J. A. Jackson, Secretary, Novem- 
ber 11, 1909. 

Q. Both the McCormick certificates and the Cam- 
eron certificate were cancelled by Jackson, as appears 
upon the face of the certificates. A. Yes, sir. 

Q. McGowan & Clark, $500. 

A. The same would apply to McGowan & Clark as 
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applies to McCormick. [348] 

Q. Horton & Dunham. 

A. The stock ledger shows that June 26, 1908, 
there was issued to them certificate number 34 for 5 
shares, which, on January 18, 1910, was returned to 
treasury stock, returned to the bank and cancelled. 
They had paid their original stock subscription 
notes, and paid for their stock, and took their stock 
certificate, and, when it was returned, the $500 was 
credited to their deposit account. 

Q. Do you know whether or not they were indebted 
to the bank at the time or not? A. No, I do not. 

Q. Can you tell from any records that you have? 

A. There was, I believe, two notes in the receiv- 
er’s hands at one time, which were afterwards paid, 
but I don’t recall the numbers. If I knew the num- 
bers of those notes, I could trace them and see what 
the dates were. 

Q. How many of these stock certificate notes, 
where you say the stock has been cancelled, has the 
receiver in his possession and which have never been 
surrendered up to the parties whose stock was can- 
celled? 

A. Stock certificate notes that were cancelled ? 

Q. Not the notes that were cancelled. But how 
many notes have you in your possession—how many 
stock subscription notes have you still in your pos- 
session ? A. Unpaid? 

Q. Yes. Those are the only ones you would have, 
would be the unpaid ones. 

A. You mean of the original, first notes. There 
is John Collins. 
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Q. Have you still the note of J. W. McCormick in 
your possession ? 

A. I believe the cancelled note. [349] 

Q. It is cancelled, is it? 

A. I believe [ have that note here. 

Q. And Edith MeCormick. 

A. Yes, sir. (Hands same to McGinn.) 

Q. Were these renewal notes that were given for 
the stock? 

A. No, they have the origina] number on them. 

Q. They are all marked ‘‘paid,’’ are they not? 

A. Yes, sir. 

Q. All of those notes that were taken for the stock 
—for which the stock was cancelled, are all marked 
‘‘paid,’’ are they ? 

A. They are marked ‘‘paid’’ on the loans and dis- 
count register here, which shows that the note was 
paid, was cancelled, and the stock cancelled. 

@. They are stamped ‘‘paid’’ upon the face, are 
they not? 

A. All that I have; all that I know of. 

Q. Were those stock notes included in any of the 
lists of bad debts, or of debts that were then due and 
unpaid, which you testified the other day were still 
in the hands of the receiver? 

Mr. RIDER.— Which stock notes are you asking 
about now; the ones that are cancelled? 

Mr. McGINN.—Yes, that are cancelled. 

A. The ones that have been cancelled ? 

. Yes. A. No, sir. 

@. They were not included in any of those totals 
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that you gave us the other day. 

A. A cancelled note was not included, no, sir. 

Q. I asked you the other day to figure up, 1f you 
could, or to give me the figures, on the amount of 
interest that had been paid upon these stock notes. 
Can you tell me that? A. $8,796, approximately. 

Q. Were you able to figure out the amount that 
had been paid [850] upon these various notes that 
you spoke of here the other day upon which you said 
no interest had been paid and upon which the part- 
nership received interest, and which you figured up 
to be about $7,500 worth of interest? 

A. I had in mind at that time that, in order to do 
that, I would have to go through the account of the 
Sundries Old Bank kept on the general ledger of the 
corporation, but I believe the payments which we 
made on those notes should be shown on the partner- 
ship book credited to the doubtful account. 

Q. There were only three notes in the doubtful ac- 
count that were taken over by the partnership, the 
notes of three persons. What I want to get at is 
this: There was credited to the partnership on the 
23d day of March, 1908, the sum of $35,500 and some 
odd dollars, or whatever it is— A. Yes, sir. 

@. You testified that, on the notes turned over, in- 
terest had only been paid to the extent of some 
$32,000, and that there was about $7,500 of interest 
that was paid the partnership which had never been 
collected. Now, what I want to show is the amount 
of payments which were made upon these notes upon 
which you say no interest had been paid. Could you 
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approximate it? In other words, if the payments 
that had been made upon those notes had been ap- 
plied upon the interest account instead of upon the 
principal of the note, would it have been sufficient 
to have made that sum of $7,500? 

A. I understand you now. I will have to think 
about that a minute. Well, it would be just a guess. 
I have no doubt that there was principal enough paid 
on the notes that were turned over, on which this 
$39,000 interest was figured—there [851] was 
enough of principal paid, which was applied on prin- 
cipal, which, if it had been applied on the payment 
of interest, would have paid the full $39,000. 

Q. Now, I wish you would refer to the daily bal- 
ance of April 16, 1910, of the Fairbanks Banking 
Company. A. (Opens book.) Yes, sir. 

Q. That was four days after the declaration of the 
dividend, was it not? 

A. The dividend was declared on the 12th or 13th, 
I don’t remember which. 

Q. What was done with that dividend? 

A. That was declared by the Fairbanks Banking 
Company ? 

Oe Ves: A. Paid to the stockholders. 

Q. When were the first payments made, can you 
tell? 

A. Under date of April 18th the dividend account 
is credited with $33,720. 

Q. That was the amount of the dividend? 

A. That was the amount of the dividend. From 
this statement, there were no payments made until 
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April 15th. On April 15th the balance is $21,720. 
Q. Now, to refer again to April 16th, can you tell 
me what the daily balance shows was the net profits 
of the Fairbanks Banking Company then? 
(Witness examines book and does some figuring 
with a pencil.) 
. What does the interest account show? 
. There is a credit of $12,969.98. 
. And the interest due from banks? 
. Interest account banks, $265.50. 
. That is interest on bank balances? 
That is earnings of interest, account of bank 
balances. [852] 
. Then your exchange? 
. Exchange is $988.45. 
Safe deposit ? A. $567.50. 
Rents? Ae $1165, 
Dust exchange? A. $508.38. 
. Profit and loss? A. $1,000. 
. Warehouse? A. $290.50. 
. Undivided profits? A. $1,254.75. 
. Making a total of? A. $19,010.44. 
. Referring to expense and bad debt accounts; 
what does the bad debt account show on that date? 
$43.62. 
Expense? A. $13,764.04. 
. Interest, savings? A. $658.48. 
. And that amounts to how much? 
. $14,466.09. 
. Subtract that from the $19,010.44. 
. $4,544.35. 
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Q. Now, these items I have given include all of the 
earnings account at that time. A. Yes, sir. 

@. And include all the bad debt and expense ac- 
counts. A. Yes, all as shown by the books. 

Q. So that would show a net profit upon that date 
of how much? A. $4,544.35. 

Q. How much of the dividend had been paid out 
on the 16th day of April? A. $18,100. 

Q. There was still $15,000 approximately of the 
dividend money on hand. 

A. $15,620. [853] 

Q. According to your testimony the other day, I 
believe that there was something like $900 less than 
the undivided profits account that was declared as a 
dividend—$970.18. 

A. That was of date April 13th, 1910, that I testi- 
fied to the other day. 

Q. The dividend was declared on the evening of 
the 12th? 

A. That was the date of April 13th when the 
$33,720 was credited to dividend account. 

Q. Did you figure out the difference there? 

A. Yes. 

Q. What is it? A. $959.67. 

@. So, then, on the 16th, it shows that there was a 
profit of $4,544.35. That shows that the bank must 
have collected, between the 13th and the 16th, the 
sum of $4,544.35 and this $959.67, or a total of 
$5,504.02. Isn’t that correct? 

Mr. RIDER.—We object to that question. That 
does not necessarily follow. If he wants to know 
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what the bank did collect— 

Mr. McGINN.—I will do that, but I can’t do it all 
at once. 

The COURT.—It is cross-examination. 

Mr. McGINN.—Q. Was that correct? 

A. It would practically amount to that. Yes, sir. 

Q. Where did that money come from, or that profit 
come from? 

A. Well, the balance to the credit of interest earn- 
ings on September 13th, $7,932; while the credit to 
interest account on the 16th—(interrupted). 

®. What was it on the 12th? 

A. $7,903. Practically no change there. But on 
the 16th it is increased to the amount of $12,969.98. 

Q. So that it shows that interest had been paid in 
between the 12th and the 16th amounting to the sum 
of $5,000. A. Approximately $5,000. 

Q. Were there any earnings from any other 
source? [854] 

A. No material change; small amounts. 

Q. A small amount of earnings? 

A. Yes, sir. Two or three dollars. 

Q. The interest that was paid was interest that 
was due and earned on notes of the bank. Isn’t that 
true ? A, Yes, sir. 

Q. And it was for interest that had been earned 
prior to April 12, 1910. Ag Ves. s10. 

Q. I will show you Plaintiff’s Exhibits ‘‘JJ,”’ 
“KK? and “‘LL.’’ What date do they bear? 

A. April 12, 1910. 

Q. Where were they executed? 
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A. At Fairbanks, Alaska. 

Q. And all made out in favor of the Washington 
Trust Company. A. Yes, sir. 

Q. Each for the sum of $50,000. A. Yes, sir. 

Q. Signed: Fairbanks Banking Company. By E. 
T. Barnette. A. EK. T. Barnette, President. 

@. And indorsed by E. T. Barnette. 

A. Yes, sir 

Q. And all stamped upon the face: ‘‘ Paid July 20, 
ONG; A. Yes, sir. 

Q. Now, do the books of the bank show that the 
Fairbanks Banking Company at any time borrowed 
from the Washington Trust Company the sum of 
$150,000 ? 

A. I believe there is only one entry in their bills 
payable account of $200,000. That was the Dexter 
Horton notes. [855] 

Q. Nothing in the books to show that at any time 
the Fairbanks Banking Company borrowed from 
the Washington-Trust Company the sum of $150,000. 

A. Not on this ledger, or on these books. 

Q. When were these amounts credited to the ac- 
count of the Fairbanks Banking Company, if ever, 
by the Washington Trust Company? Have you got 
the statement of the Washington Trust Company 
covering that? A. Yes, sir. 

Q. Can you get those ? A. Yes, sir. 

(By Mr. RIDER.) 

Q. Mr. Stewart, you were inquired of concerning 
certain indorsements that had been made upon the 
original stock subscription notes, or the equivalent 
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thereof, which are now in the hands of the receiver, 
and you testified to certain indorsements that were 
made thereon respecting the notes of John Collins, 
C. J. Robinson, D. H. Jonas, O. KE. Tackstrom, Mc- 
Mullen Brothers, Ray Brumbaugh and Mr. Claypool. 
Have you those notes with you? [356] 

ee VCS. crit 

Q. The John Collins note first. What is the in- 
dorsement on that note of April 15th or 16th, or is 
there any indorsement of that date? 

A. April 15, 1910. Interest paid to 4/15/10, 
$37.50. April 15/10. Paid on account $2.50. 

Q. Will you look at the books and see what those 
credits consist of ? A. That was dividend. 

Q. Do you know that without looking at the books? 

Mr. McGINN.—What was the amount? 

A. $40. 

Q. You say you know that was from the dividend? 

Ne cs, 

Mr. RIDER.—Q. Were those indorsements made 
by applying the dividend of Collins? 

A. By applying the dividend of Collins on his note. 

Mr. McGINN.—If he knows, I am satisfied. I 
think that is the case myself. 

Mr. RIDER.—Q. Are you able to state that that 
is a fact? Or do you (to Mr. McGinn) concede it 
to be a fact. You say: If he knows, you admit it. 

The COURT.—I understood him to say so. 

WITNESS.—Yes. 

Mr. RIDER.—Q. That is what that arose out of. 

A. That arose out of the dividend. 
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Q. ‘Take the C. J. Robinson credit. 

A. April 15, 1910. Paid on account $149. April 
15, 1910. Interest paid to date, $651. [857] 

Q. What did those credits arise out of ? 

A. That was also out of dividend. 

Q. Did the dividend make up the entire amount of 
those credits on the Robinson note? 

A. Yes, sir. Those two credits on the note 
amount to $800, which was the amount of the Robin- 
son dividend. 

Q. Now, the D. H. Jonas note. 

A. April 15, 1910, paid on account $175.29. 
April 15, 1910, interest paid to date $824.71. 

Q. What did those two credits arise out of ? 

A. Out of the dividend. 

@. Both those credits were the application of the 
dividend ? A. Yes; sir. 

Q. QO. H. Tackstrom. 

A. April 15, 1910, paid on account $19.38. April 
15, 1910 interest paid to date $80.62. 

Q. What did those two credits arise out of? 

A. The dividend to O. E. Tackstrom. 

Q. His dividend was applied to make those two 
credits. A. To make those two eredits. 

. Now, McMullen brothers. 

. April 15, 1910, on account interest $200. 

. What did that arise out of ? 

. That was the dividend to M. H. McMullen. 
Ray Brumbaugh. 

. April 15, 1910, paid on account $331.17. April 
15, 1910, interest to 4.15.10 $1668.83. 
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Q. What did those credits arise out of ? 

A. Those two indorsements are the amount of the 
dividend to Ray Brumbaugh. 

Q. And the Claypool note? [358] 

A. April 5, 1910. Indorsement on account of 
interest $1000. 

(). What did that arise out of ? 

A. The dividend to Charles E. Claypool. 

Q. When you stated, in answer to a question this 
morning from Mr. McGinn, that the increase in the 
interest item as shown on their books between April 
12th and April 16th arise out of interest that had 
been paid on notes in the hands of the bank at that 
time and which had accrued prior to April 12, 1910, 
do you know whether or not these payments which 
you have read as being applications of the dividend 
go to make up that amount of interest standing on 
the books on April 16, 1910? 

A. Well, I have not looked up the credit entries 
on the books, but the indorsements here of April 
15th as shown on these notes undoubtedly include 
the amount of those dividends, 

(). Will vou please figure the amount of those in- 
terest indorsements on those notes by the applica- 
tion of the dividend; what the total of it is? 

A. The total would amount to $4,462.66. 

Q. What was the total interest item carried on the 
books of the partnership on April 18, 1910? 

A. The credit to interest is $7,932.74. 

Q. What is the credit to interest on April 16, 1910? 

A. $12,969:98. 
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Q. What is the difference between those two 
items ? AN, ASD 7 24k 

Q. And of that $5,000, $4,462.62 are credits of in- 
terest upon the stock notes by way of application of 
the dividend. A. Yes, sir. 

Q. Do the books give you information by which 
you can determine whether or not this item of 
$12,969.98 credited to interest [859] account is 
interest collected to April 16, 1910, or merely a com- 
putation of accrued interest to that date ? 

A. This amount of $12,969.98 ? 

Q. Yes. Can you tell whether that is interest that 
has been collected, or whether it is merely a computa- 
tion of accrued interest to that date on the loans. 

A. That is interest paid. 

Q. Hither by application of dividends, or in some 
other manner? A. Yes. That is money received. 

Q. Now, please turn to the daily statement of 
Avgust 29, 1908, respecting which you testified 
vesterday. A. Yes, sir. 

Mr. RIDER.—I wish to read from copy book 1. 
There are two books marked ‘‘1’’—from March 16, 
1908 to July 10, 1908, marked on the back: ‘* Fair- 
banks Banking Company telegrams.’’ I wish to 
vead a telegram copied therein to Kerr & McCord, 
sent by E. T. Barnette, found on page 175, of date 
August 20, 1908. 

Mr. McGINN.—We object to it. It seems to be a 
private telegram between E. T. Barnette and his at- 
torneys Kerr & McCord. I don’t know that it is 
binding upon these defendants. 
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Mr. Rider—IJ leads down to other matters 
(Reads) : 

“We will settle for cash $50,000, and three notes 
$25,000 each due July 15th, August 15th and Septem- 
ber loth next year. Earlier dates will hamper on 
account bank cannot ship gold bullion earlier in the 
season. Bank will guarantee notes in preference 
my giving mortgage, as mortgage might seriously 
injure business bank. When settlement offered is 
accepted have the Gold Bar stock transferred to 
Fairbanks Banking Company from me and deposit 
for their account with Dexter-Horton. Keep us well 
pested in regard to. E. T. Barnette.”’ 

Addressed to Kerr & McCord, Mutual Life Build- 
ing, Seattle, [3860] Washington. Dated, Fair- 
banks, Alaska, August 20, 1908. 

Mr. McGINN.—What is the purpose. 

Mr. RIDER.—I am going to show what the board 
did with that wonderful amount of money they had 
on August 29th. 

Mr. McGINN.—Here is a suit between E. T. Bar- 
nette and a man named Causten. Barnette wires 
out that he will settle with them for a certain 
amount of money. That has nothing to do with this 
case. Here is a communication between Barnette 
and his attorneys, and how are these defendants to be 
bound by that in any way ? 

Mr. RIDER.—I expect to show that by the 
minutes of the board of directors’ meeting. 

The COURT.—It may stand for the present, until 
I can tell. 
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Mr. RIDER.—I want to read from page 192, a 
telegram from E. T. Barnette to E. S. McCord, 
dated September 2, 1908, in the same copybook 
(Reads) : 

‘Fairbanks, Alaska, September 2, 1908. E. S. 
McCord, Mutual Life Building, Seattle, Washington. 
Have settled Caustens $75,000 cash, $25,000 January 
Ist, $25,000 July Ist. Papers mailed. See Dexter. 
Telegraph as soon as you have closed.”’ 

Mr. McGINN.—I make the same objection, and 
move that it be stricken out. 

The COURT.—The same ruling. 

Mr. RIDER—Next, I want to read a telegram 
from the Fairbanks Banking Company, found in the 
same copy book, page 1938, dated Fairbanks, Alaska, 
September 2, 1908 (Reads) : 

‘*Dexter-Horton & Company. Seattle, Washing- 
ton. Upon receipt of certificates of stock Gold Bar 
Lumber Company covering 96 shares in our name, 
charge out account and pay E.'S. McCord $75,000 for 
account of Barnette.’’ Signed: ‘‘ Fairbanks Bank- 
ing Company.’’ [361] 

Mr. McGINN.—We make the same objection. 

The COURT.—The same ruling. 

Mr. RIDER.—I wish to read from the minutes of 
the executive committee of the Fairbanks Banking 
Company held September 2, 1908. 

Mr. HEILIG.—Is this in evidence? 

Mr. RIDER.—I am putting it in evidence now. 

Mr. HEILIG.—As an exhibit? 
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Mr. RIDER.—I will read it into the record 
(Reads) : 

“Minutes of executive committee of Fairbanks 
Banking Company Fairbanks, Alaska, September 2, 
1908. A special meeting of the executive com- 
mittee of the Fairbanks Banking Company was held 
at 3-30 P.M. at the office of the corporation. E. T. 
Barnette, president, presiding. B. R. Dusenbury, 
Secretary, present. Members present; Jonas, Bar- 
nette, Dusenbury, Stark, Hill. Captain Barnette 
explained to the committe that in the adjustment of 
the Caustens matter it was required to give the 
bank’s C-D (certificates of deposit) for $25,000 due 
January Ist, 1909, and $25,000 due July 1, 1909 
respectively, and that he and his wife would indorse 
each of the certificates. It was moved by Jonas, 
seconded by Hill that the certificates of deposit for 
$25,000 each be issued. Motion carried. Captain 
Barnette gave his notes to the bank for the amounts 
due on the respective dates.’’ 

Then I wish to read from the minutes of the board 
of directors of the Fairbanks Banking Company 
held on September 12, 1908, the following (Reads) : 

‘‘Minutes of meeting of the board of directors of 
the Fairbanks Banking Company. Fairbanks 
Alaska, September 12, 1908. The regular monthly 
mecting of the board of [862] directors of the 
Fairbanks Banking Company held at the office of 
the corporation at Fairbanks, Alaska at 3-30 P. M. 
EK. T. Barnette, presiding. B. R. Dusenbury, sec- 
retary, present. Members present; Jonas, Flygar, 
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Barnette, Jesson, Yarnell, Ryan, Robinson, Stark. 
James W. Hill, Vice-president, and John L. McGinn, 
attorney for the bank, were also present. The 
minutes of the meeting of the executive committee 
held on the following dates were read, and on motion 
passed and duly seconded, were approved, ratified 
and passed as the action of the board.’’ Listing, 
among others, September 2.”’ 

Q. Now, Mr. Stewart, will you examine the ac- 
count of E. T. Barnette, or turn to the account of 
E. T. Barnette on the books of the Fairbanks Bank- 
ing Company during the months of August and Sep- 
tember, 1908. 

A. This ledger starts on the 1st of September that 
I have here, and the August account is in another 
ledger. 

Q. What entries of debit do you find on September 
2, 19037 

Mr. McGINN.—We make the same objection to 
all of this testimony. 

The COURT.—Overruled. 

Mr. RIDER.—Q. What was the condition of his 
account on that date. 

A. Under date of September 2, 1908, in the deposit 
ledger of the Fairbanks Banking Company the ac- 
count of E. T. Barnette is charged $75,000. 

Q. After that charge of $75,000 had been made 
to E. T. Barnette’s account, what condition does it 
leave his account in? 

A. His account appears as an overdraft of 
$16,521.36. 
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@. Can you find the corresponding credit for that 
$75,000? When his account was charged with 
$75,000 what credit was made? 

A. In the general ledger, the account of Dexter- 
Horton & Company ‘[863] Seattle, under date of 
September 2, 1908 is credited $75,000. Notation in 
the ledger ‘‘T Barnette.’’ It means telegraphic 
transfer. 

Q. The word ‘‘Barnette’’ appears there? 

mie Yes, sir 

Q. In the minutes of the executive committee 
from which I read there is reference to two certifi- 
cates of deposit, each in the sum of $25,000, and also 
about the taking of the notes of Mr. Barnette and 
his wife. What reeord do vou find of them? 

A. In the loans and discount register, under date 
of September 2, 1908, note number 2443, recorded 
as maker E. T. Barnette in amount of $25,000 due 
Januaty 1, 1809) marked ‘“‘paid 1/2/09’; Note 
number 2444, same date, E. T. Barnette, $25,000, due 
July 1, 1909. $25,000 paid 3/25/09. And in the 
certificate of deposit ledger, under date of September 
2, 1908, certificate of deposit number 589 for 
#29,000, and 590 fot $25,000; both issued in the naine 
of E. T. Barnette; marked ‘‘due January 1, 1909” 
on the first one, and the second one marked ‘‘due 
July 1, 1909.” The first one is marked ‘‘paid 
1/2/09,’ and the second one marked ‘‘ paid 3/23/09.”’ 

Q. That is certificates of deposit. A. Yes, sir. 

Mr. RIDER.—Now, I want to read from the same 
letter copybook, being copybook i of telegrams from 
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March 16, 1908 to July 1, 1909, from page 167 
(Reads) : 

“Telegram. Fairbanks, Alaska, August 14, 1908. 
Messrs Kerr & McCord, Mutual Life Building, 
Seattle, Washington. Refer to your telegram of 
dth, refer to your telegram of 18th regard my 
financial condition. Capital stock old bank $200,000 
due me is on deposit with new bank payable in one 
year after release has been executed Gold Bar stock 
without interest. If you can settle case, endeavor 
to make [36314] cash payment as small as pos- 
sible, balance on time. It is imperative you release 
Gold Bar. New bank will require it to procure 
credit within thirty days.”’ 

From the same copy book, page 184, a telegram 
dated Fairbanks, Alaska, August 27, 1908 (Reads) : 
I will read this portion: 

‘Dexter Horton & Company, Seattle Washington. 
Sir:—We own four-fifths entire stock Gold Bar 
Lumber Company. Expect to get release in the near 
future. What amount of credit can you extend us 
on same for the winter when it has been deposited 
with you, having in mind release Caustens now in 
hands of Griffin trustee.”’ 

Mr. McGINN.—At this time I move that all the 
testimony that has been given relating to the Caus- 
tens—Barnette suit, and the communications be- 
tween Barnette and his attornets Kerr & McCord, 
and the action of the bank in loaning Barnette 
$50,000, which is shown here to have been paid, be 
stricken out for the reason that it is irrelevant, in- 
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competent and immaterial, not pertinent to the issues 
in this case. 

The COURT.—Motion denied, with leave to renew 
it. 

Mr. CLARK.—We note an exception. 

Mr. RIDER.—There is one telegram that I have 
not with me, but I have a copy of it. It is of date 
September 5, 1908. 

My. McGINN.—No objection on the ground that 
it is not the original. You may read from the copy 
that you have. 

My. RIDER.—Then I will read into the record the 
telegram from Dexter Horton & Company to the 
Fairbanks Banking Company, of September 5, 1908 
(Reads) : 

‘‘In reply to your telegram of 4th cannot advance 
on Gold Bar stock; will only advance against ship- 
ment of bullion. We are without advices about 
sending by express company [864] any additional 
shipments. If satisfied, will advance McCord pay- 
ment. 

The COURT.—I do not understand what you con- 
tend the effect of that evidence would have on the 
financial condition of the bank. 

The COURT.—L think it may stand for the pres- 
ent. I do not see that it throws very much light on 
the solveney or insolvency of the bank at that time. 
But it may stand in explanation of where the funds 
of the bank were invested at that time. 

Mr. McGINN.—We except. 

Mr. RIDER.—Q. Mr. Stewart, I call vour atten- 
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tion to Plaintiff’s Exhibit ‘‘MM,”’ being the list of 
notes which was prepared by you as stated by you in 
your testimony the other day, and which notes are 
now in the hands of the receiver. I call your atten- 
tion to the columns of figures in the center of the 
page between the name of the note and the amount of 
the note, and ask you what those two columns are; 
what they are intended for. 

Mr. McGINN.—We object as immaterial, and not 
redirect. They show for themselves. It is when 
made and when due. He can mark them on the 
exhibit. 

Mr. RIDER.—Mark the head of the first column: 
‘‘date,’’ and the head of the second column; ‘‘ Matur- 
ity.”? (Exhibit ‘‘MM”’ so marked.) 

My. RIDER.—It is admitted that, as provided by 
section 1 of Article 3 of the By-laws of the Fair- 
banks Banking Company, the executive committee 
of the company was composed of the president, first 
vice-president and three directors; that on April 
13, 1908, said section of the By-laws was amended so 
[365] as to make the executive committee consist of 
the president, first vice-president, cashier and three 
directors. 

Mr. McGINN.—Yes. 

Mr. RIDER.—I wish to read from the minutes of 
an adjourned meeting of the board of directors of the 
Fairbanks Banking Company held on April 18, 1908, 
as follows (Reads): 

‘“‘Tt was moved by Jonas, seconded by Robinson, 
that the president present a written report of the 
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condition of the bank at each monthly session of the 
board of directors. ‘Motion carried.”’ 

Mr. RIDER.—Now, gentlemen, 1 have checked 
through these reports to see whether or not that was 
complied with enough to become a recognized custom 
of the bank, to present that report. Do you make 
any controversy about the report being presented? 

Mr. McGINN.—We admit that there were 
monthly reports made to the board. 

Mr. CLARK.—Monthly statements, showing the 
condition of the bank. 

Mr. RIDER.—At each monthly meeting there was 
a monthly statement made by the president? 

Mr. McGINN.—That there was a written state- 
ment. 

Mr. RIDER.—That there were written reports 
made, showing the condition of the bank, according 
to that resolution. 

For the purpose of showing the duties and powers 
of the executive committee, I wish to read from 
Article 3 of the By-laws. [866] 

Mr. RIDER.—Reading from Section 2 of Article 
3 of the By-laws of the Fairbanks Banking Com- 
pany, entitled ‘Duties of Executive Comunittee.”’ 
Gieads,) : 

‘Tt shall be the duty of the executive committee to 
pass upon the loans and securities therefor. To ad- 
vise the president in the matter of the conduct of 
the business of the corporation. Such committee 
shall have entire control and supervision of all the 
property and business affairs of the corporation, 
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and shall have and exercise all the powers and privi- 
leges which are possessed by the board of directors.”’ 

And Section 4, which I take is a limitation upon 
the broad [867] powers of Section 2 (Reads): 

‘All actions of the executive committee shall be 
reported to the board of directors at its meeting next 
ensuing and such action shall be subject to revision 
or alteration by the board, provided that no rights 
of third parties shall be affected by any such revision 
or alteration.”’ 

Q. Mr. Stewart, will you turn to the books of the 
Fairbanks Banking Company showing the date when 
the capital stock of the First National Bank came 
into the Fairbanks Banking Company? This is a 
matter we left to subsequent agreement, but we seem 
unable to agree. 

Mr. McGINN.—Let’s see if we can agree now. 

Mr. RIDER.—See if I can state it: In the month 
of May, 1909, the Washington-Alaska Bank of Wash- 
ington and the Fairbanks Banking Company became 
the owners each of one-half of the capital stock of 
the First National Bank of Fairbanks, and carried 
the same on their books in the sum of $62,500 each. 
They continued each to own this stock until the 13th 
of September, 1909, when the Fairbanks Banking 
Company purchased the entire capital stock of the 
Washington-Alaska Bank of Washington. There- 
after the stock remained the property of the two 
banks in the amounts above stated until the 4th day 
of May, 1910, when the entire stock was sold by the 
Fairbanks Banking Company to R. C. Wood and 
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John L. MeGinn, for the sum of $125,000; that tlns 
sum of $125,000 was paid to the Fairbanks Banking 
Company by the said McGinn & Wood either by 
dvawing their checks upon credits which they had 
with the Fairbanks Banking Company, and the re- 
mainder, amounting [3868] to $61,000 in cash, be- 
ing paid to the Fairbanks Banking Company. The 
Fairbanks Banking Company then—W as it a charge 
or a credit, Mr. Stewart? A. Which? 

Q. How they applied it on the Washington-Alaska 
Bank certificate of deposit ? 

A. The Fairbanks Banking Company issued a cer- 
tificate of deposit for $62,500. 

Mr. RIDER.—(Continuing.) —issued a certifi- 
cate of deposit to the Washington-Alaska Bank in 
the sum of $62,500 for the portion of the stock belong- 
ing to the Washington-Alaska Bank of Washington. 
That neither of said banks received any dividend 
upon said stock, not any interest upon the amount 
invested therein. That is correct, is it not? 

Mr. McGINN.—I am willing to admit that it is 
correct, except each of the banks carried stock to the 
value of $62,500, for vou know there was some stock 
outstanding. But I suppose that was qualifying 
stock. The admission may tend in a measure to con- 
tradict some of the other testimony that has been 
introduced showing the stock that they carried. For 
this purpose, I don’t think that it makes any dif- 
ference. 

Mr. RIDER.—There were a few outstanding 
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shares. When they got in the $62,500 that was the 
full amount. 

Mr. McGINN.—That bought up all the stock. I 
am willing, with that understanding, that it may 
stand. 

The COURT.—It may be considered as an admis- 
sion, then. 

Mr. RIDER.—Q. Myr. Stewart, turn to your books 
showing the book entries that were made by the Fair- 
banks Banking Company on receiving from the 
Washington-Alaska Bank of Washington the divi- 
dend in the sum of $50,000 which was declared by 
that [869] bank on its capital stock. 

Mr. CLARK.—We object as not redirect examina- 
tion, incompetent, irrelevant and immaterial. 

The COURT.—He may answer. (Defendants ex- 
cept. ) 

Mr. McGINN.—We may be able to agree on that. 

Mr. RIDER.—It is a matter of book entry. 

Mr. McGINN.—There was $25,000 of it placed to 
the undivided profit account of the Fairbanks Bank- 
ing Company, and £25,000 of it applied in reduction 
of what the Fairbanks Banking Company was carry- 
ing the stock of the Washington-Alaska Bank at. 

Mr. RIDER.—That is all right as to that side of 
the ledger. Now, on the other side, as to what cor- 
responding charge was made in order to offset those 
two entries amounting to $50,000. That is what I 
want to show. 

Q. Give us those entries with regard to that mat- 
ter, Mr. Stewart. 
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Mr. McGINN.—Is this the book of the Washing- 
ton-Alaska Bank? 

Mr. RIDER.—No. Of the Fairbanks Banking 
Company. 

A. I have not the ledger here of that. I should 
have the Savings Ledger of the Fairbanks Banking 
Company here to show that outstanding account. 

On April 18, 1910, the Washington-Alaska Bank 
were carrying F. B. Co.’s C Ds $125,000. On April 
14th they credit $50,000 reducing certificates of 
deposit of F. B. Co. to $75,000. On that same day the 
balance of the dividend account is reduced $49,666.68, 
which was in payment of the dividend, which was 
paid in that way, by giving the Fairbanks Banking 
Company credit. Now, the Fairbanks Banking Com- 
pany carried their certificates, or part of them, I 
beheve, with their savings deposits, and their de- 
posits on the 18th were $502,858.92, and on the 14th 
$452,921.42. J think that change in those balances 
is the same amount that was received from the [370] 
Washington-Alaska Bank, but I have not the details 
of it in anv book here. The payment by the Wash- 
ington-Alaska Bank to the Fairbanks Banking Com- 
pany was made by indorsement on the certificate of 
deposit, or whatever it was, that the Washington- 
Alaska Bank held. 

Mr. RIDER.—Any controversy about that trans- 
action ? 

Mr. MceGINN.—No. It seems to me that the man- 
ner in which they kept the books doesn’t make much 
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difference; it is the transaction itself. 

Mr. RIDER.—That is all you can give from the 
books you have here? A EBS. 

Q. Now, I want to read concerning the Jestel stock, 
the following as appears from the minutes (Reads) : 

‘Minutes of the meeting of the board of directors 
of the [371] Fairbanks Banking Company held at 
Fairbanks, Alaska, February 13, 1909. 

A meeting of the board of directors of the Fair- 
banks Banking Company was held at 8 P. M. at the 
office of the corporation, Fairbanks, Alaska. 

James W. Hill, Vice-President, presiding. B. R. 
Dusenbury, Secretary, present. Members present: 
Robinson, Jesson, Ryan, Hill, Peoples and Jonas. 

The matter of the Jestel stock was brought up 
for consideration and it was the sense of the meeting 
that it disposition be left to the officers of the bank.”’ 

Now, reading from the minutes of the meeting of 
the board of directors of the Fairbanks Banking 
Company, Fairbanks, Alaska, March 12, 1909 
(Reads) : 

“The regular monthly meeting of the board of 
directors of the Fairbanks Banking Company was 
held at the office of the corporation at Fairbanks, 
Alaska, at 90’clock P.M. EH. 'T. Barnette, President, 
presiding. B. R. Dusenbury, Secretary, present. 
Members present; J. A. Jesson, HE. ‘I. Barnette, D. H. 
Jonas, D. Ryan, Dave Yarnell, C. J. Robinson, John 
Flygar; L. N. Jesson, Second Vice-president, and 
John L. McGinn, attorney for the bank, were also 
present. The minutes of the board meeting of Feb- 
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ruary 13, were read and approved as read.”’ 

Q. Mr. Stewart, I don’t recall whether, in answer 
to Mr. McGinn this morning, you testified respecting 
the Jestel stock, as to whether the certificate was can- 
celled or not. Will you look at the stock-book and 
see what was done with reference to that stock? 
[372] 

Mr. CLARK.—He testified that it was refunded. 
and the money placed to his credit. 

Mr. RIDER.—AIH right. 

Q. Mr. Stewart, you are acquainted with James 
\W. Hill, a defendant in this action? A. Yes, sir. 

Q. Axe you aequainted with his handwriting ? 

WO Ves, sit 

Q. I call your attention to exhibit ‘‘F16.”’ [want 
to prove that Mr. Hill signed that letter, which is 
signed ‘* Jim.”’ 

Mr. McGINN.—TI will ask him (Confers with Jas. 
Wi. Hall). - 

Mr. McGINN.—Yes. 

Mi. RIDER.—I wish to read from letter-book 7, 
being from date of January 29, 1910, to June 2, 1910, 
page 253 (Reads) : 

“April 13, 1910. Washington Trust Company, 
Seattle Washington. Gentlemen: Enclosed please 
find resolution as adopted by the board of directors 
of the Fairbanks Banking Company at their regular 
monthly meeting held on the 12th day of April, 1910, 
at 8:30 P. 'M., together with resolution authorizing 
EK. T. Barnette, President, to borrow up to the 
amount of $250,000, signed and sealed as requested ; 
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also five notes for $50,000 each, signed by the Fair- 
banks Banking Company, By E. TT. Barnette, 
President, and also indorsed by Mr. Barnette, 
President, and also indorsed by Mr. Barnette in- 
dividually. We trust you will find these forms filled 
correctly, and on receipt of same kindly wire us your 
acceptance.”’ 

(Signed) ‘‘J. A. JACKSON, Cashier.”’ 

Q. Have you examined the reconcilement statement 
of the Washington Trust Company of Seattle, for 
the purpose of determining whether or not those 
notes appear in that statement ? 

A. I looked those over some time ago, and for a 
few minutes this noon, but I didn’t have time to see 
if I could trace these notes there. I notice what ap- 
pears to be a reconcilement in lead pencil on the back 
of some of those statements, and from the statements 
it appears that the Fairbanks [373] Banking 
Company were being credited from time to time for 
loans, and also being charged for loans when they 
were paid. And at one time in that reconcilement 
there is $200,000 that I notice running in the recon- 
cilement of the account. Those notes do not appear 
in the general ledger here, and I presume they were 
in the Washington Trust Company’s hands, and they 
were given credit when their account needed the 
money. Just how it was treated, I am unable to 
arrive at, or identify the notes in payment of these. 
I have not been able to yet. 

Q. Do you wish to examine the statements fur- 
ther; not just now, but before you finally conclude? 
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A. No. I am willing to let my statement go as I 
make it. I think that is what occurred. 

Q. That is all you have been able to determine 
from their books? 

A. So far as T have examined them, ves, sir. 

Mr. RIDER.—TI want to read from the minutes of 
the meeting of the board of directors of the Fair- 
banks Banking Conipany held on July 18, 1908, and 
which has been received in evidence as Plaintiff’s 
Exluibit ‘‘Y,’’ a portion thereof under the head of 
‘‘Report of officers’? (Reads) : 

‘The president submitted a written report in de- 
tail showing the condition of the affairs of the bank 
on July 11, 1908. The report was examined in detail, 
and on motion duly made and seconded, it was or- 
dered filed. Under discussion of this report, the 
question of refunding to those desirous of giving up 
their stock in the Fairbanks Banking Company was 
discussed, and it was the sense of the meeting that 
any stockholder desirous of giving up his stock be 
paid for same and stock returned to the treasury of 
the bank. 

Q. What is the total amount still due and unpaid 
to the creditors [3874] of the Washington-Alaska 
Bank, as shown by the books of the receiver? 

Mr. CLARK.—We object as not redirect examina- 
tion. 

Mr. McGINN.—And irrelevant and immaterial, 
and not pertinent to any of the issues in this case. 

The COURT.—Objection overruled. (Defendants 
except.) 
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A. Do you wish to include in that the Barnette 
trust fund or the depositors ? 

Q. No, the amount due the creditors of the bank. 
The Barnette trust fund has nothing to do with this 
matter. 

A. Stockholders; capital stock ? 

Q. No, excluding the capital stock at present. 

A. $558,335.94. That is of date March 31, 1914. 

Q. That is exclusive of the amount due the stock- 
holders? A. Yes, sir. 

(). And what is the amount due the stockholders? 

A. $159,600. 

Q. You were inquired of by Mr. McGinn respect- 
ing the showing of the Gold Bar Lumber Company 
as to profits for the year ending October 1, 1907. 
Are there any papers in the possession of the re- 
ceiver showing the items of profit and loss for the 
period from October 1, 1907, to March, 1908? 

A. Yes, sir. 

Mr. McGINN.—We object to that as not proper 
redirect examination. 

Mr. RIDER.—To bring the matter up to date. 

The COURT.—You may ask him, although I think 
it was strictly part of the direct examination. 

Mr. RIDER.—Q. Have you that statement ? 

Ae Yes, sil: 

Q. What does that show? [3875] 

A. Statement of the Gold Bar Lumber Company 
October 1, 1907, to March 1, 1908. This is a state- 
ment in the files of the bank among the statements of 
the Gold Bar Lumber Company. 
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Mr. McGINN.—We object because there is no evi- 
dence that it was before the directors at the time the 
bank was purchased. That is March 1st, and the 
whole transaction was closed up in January or Feb- 
ruary when they agreed to take over this Gold Bar 
stock. This is two or three months later than that. 
There is nothing to show that the directors had any 
knowledge of that. 

Mr. CLARK.—What is the purpose of it? 

(Argument.) (Mar. McGinn and Mr, Clark with- 
draw objection.) 

Mr. RIDER.—Q. What does that statement show 
as to the gross earnings? 

A. This statement was made as Loss and Gain. 
Total loss entry is $14,034.44, and gain is $7,516.06. 

Q. Leaving a net loss? 

A. Net loss of $6,518.38. 

Mr. RIDER.—That is all. 

Mr. HEILIG.—Is that the conclusion of your ex- 
amination of Mr. Stewart? 

Mr. RIDER.—Yes. 


Cross-examination. 

(By Mr. McGINN.) Q. What does this statement 
show that the net resources of the Gold Bar Lumber 
Company was upon the Ist day of March, 1908? 

A. $451,755.01. 

Q. Do vou know whether or not the mill had been 
closed down at that time or not, from the examina- 
tion you have made of the records? [876] 

A. I believe that in 1908 the mill was closed, ac- 
cording to information I find from letters and cor- 
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respondence, not from personal knowledge. 

Q. You don’t know what these items of loss were? 

A. Not atvall, 

Mr. McGINN.—I ask to introduce this in evi- 
dence. 

Mr. RIDER.—I have no objection. 

The COURT.—It may be admitted (Marked De- 
fendant’s Exhibit ‘‘2.’’) 

Mr. McGINN.—Q. I wish you would refer to the 
ledger account of E, T. Barnette on September 2, 
1908. (Witness produces book.) That shows, does 
it not, that upon the 2d day of September, 1908, EH. T. 
Barnette drew his check upon the Fairbanks Bank- 
ing Company for the sum of $75,000? ee esecie 

@. How much did he have on deposit at that time ? 

A. Before drawing the check? 

@. Yes, sir. 

A. On the night of September 1, 1908, there was a 
credit balance of $58,489.74. 

Q. So, by the drawing of this check of $75,000, he 
overdrew his account $16,526.36 ? A. Yes, sir. 

Q. State whether or not from that time on until 
the 25th day of October, that overdraft account was 
gradually reduced? 

A. It was reduced, the general checking account 
and deposit all the way through between those dates 
until the 23d, when it was reduced to thirty-five nine- 
teen, on the 24th down to twenty-one seventy-six, and 
on the 25th a credit balance of $8,725.24 to his credit. 

Mr. HEILIG.—What was that credit balance? 

A. $8,728.24. [377] 
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(By Mr. McGINN.) Q. On the 26th what was it? 

A. On the 26th was $13,155.32. 

Q. On the 23d of October how much was to his 
credit ? A. $27,061.36. 

Q. And on the 1st of January, 1909? 

A. On the 1st of January, 1909, it was $61,534.14. 

Q. When Captain Barnette drew that check of 
$75,000 on the Fairbanks Banking Company, he re- 
duced the amount due depositors that much, did he 
not? A. Yes, sir. 

Q. And took that much money away from the in- 
stitution ? 

A. The credit for it was money due from banks. 

Q. Then upon that date two certificates of deposit 
were issued; one due the Ist of January, 1909, and 
one due the Ist of May, 1909, each for the sum of 
$25,000. Isn’t that approximately correct? 

A. I don’t remember the due dates, but the 
amounts are correct. 

Q. Wasn’t that the time they became due? 

Mr. RIDER.—One was due January Ist and one 
July Ist. 

Mr. McGINN.—January ist and July Ist. The 
giving of these certificates of deposit didn’t with- 
draw any of the funds from the bank upon the 2d 
day of September, 1909, did it? 

A. No, he gave his notes for those certificates, the 
same day. 

Q. There was no money taken out or withdrawn 
from the bank on account of them ? A. No. 

Q. Because they were not then due. And Captain 
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Barnette paid those notes, vou say, at the time these 
certificates of deposit became due; the first he paid 
upon the Ist day of January, 1909. 

A. I believe the certificates were paid on the same 
dates that [878] the notes are marked paid. 

Q. Can you refer to the books and state when it 
was that the Fairbanks Banking Company first be- 
gan to do business with the Washington Trust Com- 
pany of Seattle? 

A. About April 15, 1910, is the first entry. 

Q. When did the Fairbanks Banking Company 
credit the account of the Washington Trust Com- 
pany on account of these notes that were given? 

A. Well, they didn’t go through this account, as I 
have examined so far. 

Q. You say they began to do business upon the 
15th day of April, 1908? A. 1910. 

Q. That is the first business, as far as you know, 
that the Fairbanks Banking Company did with the 
Washington Trust Company of Seattle? 

A. As shown by their books. 

Q. Here is a statement: Fairbanks Banking Com- 
pany in aecount with the Washington Trust Com- 
pany of Seattle, received here May. 23, 1910, that 
shows that upon the 4th day of April, or 18th day of 
April, there was a loan made to the Fairbanks Bank- 
ing Company of $10,000, doesn’t it? A. Yes, sir. 

Q. And upon the 19th day of the same month there 
was a loan of $20,000. A. Yes, sir. 

Q. And upon the 20th of the same month $20,000. 
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A. That is what their statement shows. I take it 
from that. 

Q. That would be before these notes could have 
reached the outside? A. Yes, sir. [879] 

Q. Don’t you know as a fact that it is the custom, 
and banks are obliged, just before the opening of the 
mining season to get accommodations from the 
banks outside as a general thing in the way of ex- 
change, overdrafts on account of exchange? 

A. I believe they do such things at certain times 
of the year, but I don’t know what the dates are, or 
what the custom is. 

Q. Now, it shows that upon May 5, 1910, there was 
a loan of $100,000.00, doesn’t it? 

A. The statement of the Washington Trust Com- 
pany on May Sth shows a credit of $100,000; an en- 
try there ‘‘loan.”’ 

Q. Do you know what that included? 

uN NOs Sir, 

Q. Do you know whether or not there had been a 
shipment of gold-dust that had been sent out to them 
at that time? 

A. I believe there had. No, not until—The first 
shipment shows as being a charge to the Washing- 
ton Trust Company May 26th. 

Q. What was the amount of it? 

A. $185,357.91. It would probably be credited 
two or three weeks or a month later. 

@. You wouldn't know when that would be? 

eNO: 


Q. Well, isn’t it true, from the memorandum you 
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have made from the books, that these notes were 
sent to the Washington Trust Company of Seattle to 
cover any overdraft that this bank might have with 
them at certain periods of the year? 

A. I believe that is what I stated. 

Q. While the bullion was in transit? 

A. Well, I don’t know whether that was the 
understanding or not. [380] 


[Testimony of R. C. Wood, for Plaintiff. ] 
R. C. WOOD, called as a witness for plaintiff, 
after being sworn, testified as follows, to wit: 


Direct Examination. 

(By Mr. RIDER.) Q. Your name is R. C. Wood? 

A. Yes, sir. 

Q. And you are one of the defendants in this 
case? A. Yes, sir. 

@. And you are the same R. C. Wood who was a 
member of the Fairbanks Banking Company, a part- 
nership, and who was also cashier of the Fairbanks 
Banking Company, a corporation, and later manager 
of the three banks known as the Fairbanks Banking 
Company, the Washington-Alaska Bank, and the 
First National Bank during the period that they 
were operating together? 

A. I was advisory manager. 

Q. Subpoena was served upon you for the produc- 
tion of a certain letter dated February 29, 1908. 
Have you that letter? 

A. [have a copy of a letter that is dated that date 
and I presume it is a copy of it. 
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Q. You have read the letter? A. Yes, 

Q. Can you from your recollection state that it is 
a copy? Xe Wiis is: 

Q. Have you any objection to us using this copy 
as an exhibit, or do you prefer to keep this copy in 
your possession and supply a copy as an exhibit? 

A. Ihave no objection to your keeping it. 

(Marked Plaintiff’s Exhibit ‘‘OO.’’) 

Mr. RIDER.—I want to ask one more question be- 
fore I read the letter. Q. The letter is addressed, 
and begins, ‘‘My Dear Jim.” That refers to Mr. 
James W. Hill? A. Yes, sir. 

My. Rider reads Plaintiff’s Exhibit ‘‘OO.’’ [881] 


[Plaintiff’s Exhibit ‘‘OO’’—Letter from R. C. Wood 
to Jas. W. Hill. ] 

(Reads:), . 

‘Seattle, February 29, 1908. 

My Dear Jim: 

I received your telegram to the effect that you did 
not beheve Barnette would agree to the proposition 
that I made. I would thank vou to endeavor to dis- 
pose of my stock in the new bank at par. I would 
want a deposit on it, enough to guarantee its sale, 
and the balance to be paid as follows—25@ on June 
Ist, 75% on July Ist, with interest at 12% per an- 
num, and notes to be secured by the stock. 

In regard to selling iny stock, it might be a good 
idea not to let the public know that Lam selling. Of 
course, I expect to serve as cashier until I am 
‘“ousted’’ or until the next meeting of the sharehold- 
ers, even though I do dispose of my stock. 1 guess 
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you are misinformed when you told me that I was to 
be secretary and treasurer. It is evident that my 
efforts have been unsatisfactory to the stockholders 
of the new bank. One would naturally think that 
for the length of time I have been with the bank that 
I was 1n line for promotion. I shall always have a 
warm spot in my heart for the Fairbanks Banking 
Co. and shall always be interested in their success, 
as it was through my efforts that the bank was 
started. However, changes are bound to occur. 
Sincerely (Signed) ‘‘DICK.’’ [382] 


[Testimony of Sidney Stewart, for Plaintiff 
(Recalled). | 


SIDNEY STEWART, a witness for plaintiff, re- 
called, testified as follows, to wit: 


Direct Examination. 

Mr. RIDER.—Q. You were asked day before yes- 
terday, the day that Mr. Hurley testified, to prepare 
a list of the notes named in the paper presented to 
Mr. Hurley, for which the bank held securities. 
Have you prepared such a list? 

A. I have (Produces paper.) 

Q. Is that the list you prepared? AL Yes: 

Q. Showing the name of the note and the security 
held by the bank? A. Yes. [383] 

@. And the amount stated is the amount of the 
note, is 1t? 

A. Yes, sir. The amount unpaid; the balance un- 
paid. 

Q. The amount unpaid on the note? * 

A. The amount unpaid. 
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Mi. RIDER.—I offer it in evidence, so that they 
may have a list of the securities. 

Mr, McGINN.—That is at the present time? 

Mr, RIDER —Yes, the securities now held by the 
receiver. You can examine it and see if you want 
it more complete. 

WITNESS.—In some of the descriptions there, I 
have used the word “‘jewelry,’’ not saying what jew- 
elry itis; and the word ‘‘mortgage.’’ I made it very 
brief. 

(Attorneys for plaintiff and defendants consult to- 
gether.) 

Mr. RIDER.—I would prefer that it be a little 
more complete, so [ will not have this one marked so 
that a more complete list can be furnished. 

WITNESS.—That list is made out to the best of 
my recollection as to the securities. I have kept no 
record like they have here in the mortgage securities 
record. But to the best of my knowledge and _ belief 
that list contains everything that we consider as a 
security at the present time. 

Mr. RIDER.—In making the revised list you will 
have further opportunity to make any corrections, 
if it should be found necessary. Do you (To defend- 
aut’s attorneys) wish to cross-examine him now ? 

Mr. McGINN.—No. 

My. RIDER.—There are certain properties listed 
as securities for certain loans, and under the testi- 
mony of Mr. Hurley, the notes depend for their 
value upon these securities. The receiver will ad- 
mit for the purposes of this suit that the following 
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notes in the amounts stated in this list [884] have 
sufficient security back of them to make those notes 
worth the amount that is stated in this list, so as not 
to necessitate inquiring into the value of the securi- 
ties. I will read them (Reads): Note of Auten & 
Frick in the sum of $100, being number 3053, secured 
by 4 barrels of whiskey; Note of G. M. Auten in the 
sum of $540, being number 3349, secured by jewelry. 
Note of A. 8. Crane, being numbered 2882 in the sum 
of $40, secured by jewelry. A. S. Crane and E. A. 
Crane, being number 2639 in the sum of $20, secured 
by jewelry. As to the note of L. S. Ribe, number 
3000 in the sum of $256.50, the list shows that the 
security for that is $75,—coming from the city on 
account of surveying; and the receiver admits for 
the purposes of this suit that that note is good as to 
the secruity of $75. The note of Smith & Fisher, be- 
ing number 2834 in the sum of $112.92, secured by 
an undivided one-half of fraction opposite 2 below, 
first tier, left limit, of Ester, and the note of A. J. 
Williams in the sum of $150, being number 2767, 
secured by a ring. 

The WITNESS.—I stated a minute ago that that 
amount was the amount due on the note. That is 
the principal amount of the note, not considering the 
interest; the amount that is carried as an asset. 

Mr. RIDER.—Q. This is the amount that it is car- 
ried at as an asset? 

A. On the principal amount of the note. [385] 

Mr. RIDER.—I have just presented the list of 
securities which were used yesterday evening, and 
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have given counsel a copy of them. On the list is 
marked with the letter ‘‘a’”’ those that were admitted 
as being sufficient in the amount noted or stated at 
the time as security for the note. And I ask that 
the list be marked as an exhibit. 

(Marked as Plaintiff’s Exhibit ‘‘PP.’’) [386] 


[Plaintiff’s Exhibit ‘‘PP’’—List of Securities Held 
With Notes. | 


LIST OF SECURITIES HELD WITH NOTES. 


Note No. Makers. Amount. 
3053 Ute rio Horie autre oy cele ise co esa ns oath reeeiare ete eee Oe 
4 bbls. whiskey. 
Save) aan, Co Wheceigdsupesnoodpo ccc souuussasacumpencucust 540.00 
Jewelry. 
1587 lemon, ID, ble dasoccs cueodecnosecucagnododouaoguce dud 550. 


Mortgage and agreement reundivided 44 interest No. 
1 Above Discovery Ist tier L. L. Engineer Creek. 


2384 Blodgett, James and R. Shephard.............esee0-- 1,700. 

Deposit aeeount of Shephard Bros. amounting to 
1636.53. 

1975 Barnett Wilttsuereree e cneve ucla <9: civ cbse ietons ietoce!sucksie sitsele e.cle wie 8,809.21 
Warehouse 3rd avenue. 

2882 (Grape WAS senctarstenedavs: sviele ole sieicnoius eraisvessie ols sieuere rust: eusiarorere 40. 
a SNL IDL eadoombleaoouesU.ced a omennO oH don ea dee 20% 
Jewelry. 

1591 Gelline eC CH LOlt icc merece cao Geena ears fi eteeus wx 1,050.00 
Bechtolt Fraction, Fairbanks Creek opp. 6 above. 

2022 Ieee yer MOLE Winn aan oreo Octo 6 ns Ca bieciao ccc 625. 


Mortgage 44 interest No. 1 above discovery L. L. 
Engineer creek. 
2558 ee Wey Sh SMNCR nosis Bee hore ony San eae eae eae 4,928 .24 
Mortgage 1/16 Gold Bug Assn. 1/16 Horseshoe Assn. 
LL. Ester Creek; 1/12 of an 1/16 Burton Assn. L. L. 
Cripple Creek; 7/32 Van Wood Assn. 
3000 BOG pile woe rte anaes Nin on faa ce ap singe naan 500. 


survey. 
2945 nS Sig ay pe aces 4 ball 0) ce mater Pen aera aes Sega reeterrar eens earee ae rere ee 900. 
Fairbanks Banking Co. as Trustees for creditors has 
one 6-4-6 Worthington pump; 
2834 COTTA ts Mee cummin SENG Ty cote teen pepe Menem eee taxis epencieney tess) cee ec eegn eter smede erate 112.92 
Undivided 4 in fraction opp. 2 below Ist tier L. L. 
Ester. 
2ST7 Struthers, J. F 
Ring. 
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Tharp & Rusk 
Y% interest Capital Assn. Chatanika River. 
Tanana Trading Co 
One 8x10 Engine. 
Williams, A. J 
Diamond Ring. 
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[Endorsed]: #1756. Plffs. Ex. “PP.” Filed in the District Court, 


Territory of Alaska, 4th Div. Apr. 29, 1914. 
. Wagner, Deputy. 


By P. BR 
[387] 


Angus McBride, Clerk. 


[Plaintiff’s Exhibit ‘‘QQ’’—Notes of Washington- 


Alaska Bank Past Due and not Paid. | 


NOTES OF W. A. BANK WHICH WERE PAST DUE APRIL 12, 1910, 


Number. 
1778 
2464. 
2465 
2466 
2506 
2550 
oe 
2595 
2628 


AND NOT PAID. 


Makers. Held at 
NVM remiss eis Ae eee eet oe a os coe ete 3,407.83 
Isoillethn Cs IMME, oo coo ceaesoneuacue 906.30 
PE CeVSOU Gl Se yu a a eee s «fees sine els 1,560. 

s SoA CLINT Se aepmee ben erecta vis (a. a eiverere 2,000 
Walco raph sob 2h) scenes emeepererorscle ceri etenereye eres 1,855. 
Wisemaneand Barclaycme.. ..4. . s20 sss 1,543 57 
Bamuvemals Me vetealliecmrtcee «score austere 1,526.43 
Hricksone&, Comme weerc ts ss sae spss reer: 16. 
CHES itm OW Mere teed ler. s oo (ev ere sec ae 1,598.75 
ILE, Olen, Bi Mlenocosagasuscoonceo0se 957.76 
Nal ker iy Baaemmmarne 5 ics: skaremmrntes Sten 1,000. 
IS OV AT CHa, Uae eenepeee ceaciecs. scvec aremerstenenses ste 685. 
Chimgiiaml, JON CE lececaescovcncsadsone 530. 
Shanldn, Intl, ee Ghossagneoadgogcodedsouc 1,225 .92 
Garving SiNomsOm petal. c.4. <1. cow eee 4,741.97 

ay Ke BE Gees ee sence eens 4,890 
Wiibhinwins, di, Ay (Gh Soa es goes soo aon ude 150. 
COMOESOIERG Walia (eb Silnsk Os oa eo cone Gs ac 530. 

i a ME is HON RA OPED 520. 
Nvallvains Sis) Ae nee regi te wale es ote 104. 
iPerranlt Gre Ame errr ee erie cae err we 2,080. 
TTS On TG CON eer een reer cca ye ce 408. 
WWovaeach Ts (cree ie sores sem eerie i163, 
Climipinigin, JOM GE Wl assaoacavapaanenaae 200. 
WGI, Gh Bll, acoecsoosnnsbwoncs oougssc 100. 
Garvan Am dy sveccccton easter perch aere neers tsetse I Se 
EEO Via Cl Ly eoaercciessciie cictes sce citrene eae ersten 31.50 
Wiroolksravsker, I I, Gs Veecenssoccnonauadc 569. 
Jestlamd — Vay ag sector. eer emsee eros ere 600. 
LOMO, CMP Gi Blas ecosdacanaéaacacacc 530. 
UDA, dla Wiouccagaeanoooeoonooadodoor 208. 
Aniten Go Hiricliscsccn cece seueemncee teenie 500. 
JOMMON, ISOVE Ce Blssosgosooonsdeousoonos 610 


Unpaid. 


3,307. 
906. 
1,251. 
1,691. 
878. 
57 
1,526. 
16. 
1,598. 
957. 
1,000. 
685. 
530. 
.36 
1,872. 
4,890. 
150. 
530. 
520. 
ot 
2,080. 
408. 
ice 
200. 
100. 
Tay 
50 
19. 
600. 
530. 
208. 
500. 
310. 


1,543 


209 


31 


83 
30 
63 
62 
75 


43 


(i) 
76 


Number. 


2834 
1982 
ules, 
2149 


2490 
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Makers. 


Sane) LG WINE? oogdsoc buncooseuoneaauec 
ananassae dino nC Or seen ecient es aieree 
Miadidlochs tN Ics Ayan sys teneruee erste eter 
Gl eelice AWG Sb ii heer aaa tet Greet Da oe a 
Bostrom ade Hrelcesoney cris ener see et 
DOH ae OCe eee ciaereicrsc seercsselereveraerorene oi ereets 
Cheistian, gh. Chala. cae wee esc cern 
MiciNieer, “Al He rcacsiaa crv One ono 
Seley aml eSa acerca Nancie eter 
pay, AMONG cioce see specsnerstevercoe vious wisGenes 
Hames; Wis etc aliiitere cers se ee oes 6 sone 
IMU ores ELS MUS eaeverataneretseotous veers ss cnriste «rvs erntane 
Selly emt come Viv TStee cutter usec reas eeran er rent seacsnetel ee 


CY 
CY 


Cc 


NIE CTS mpali camel cummmretveregersvetseees tetenscstreer scorns ceic7 or 
ANNCIESO Is Os Wiles Tis GUbp ous eoenaudenece 
Warlcr Ts Orie Ctarallipercrareteerecteeny ete eofcree reve ove 
lark ce Morle vice anc. cevcuuosianteoeieieurestnelels 
IS UTC rape re reesteceren eter t coe er bem rene ororeeiere ts 
ASIC CTSOT els aso ere stere ea saaeeat par serene ei oten 


ini ibyas. Mbovavie, th legac emma s ao ome ee 
Rinssel lee beean de Elec nr ts. enc ans 
Gaidosseamds trom etralle rs cccceist1. - os ele 


2 Geo. and Carl White 


Vermin OW Tiered ser sreree sis srecstacasteeee tesco 
EEO TEI C Vee AU ers cicees tvs secveusie a sctie crsuetey erent sis 
DiOMmerdr rat cecsktees aeceie evels mobs soe ere snsuete 


Gham berlaing dom Cunnyecr cents cre e-eee seer es 
Wier Watley Read) srk ccc cacntaiaier clestueny wovtesai aie eb 


Held at 


890. 
2,825. 
648. 
5,668. 
2,925. 


6,126. 
4,837. 
126. 
1,546. 
563. 
543. 
1237. 
Pape 
160. 
300. 


- 60 


.50 


471 
Unpaid. 


fee 
82 
648. 
4,939. 
2,669. 
2,850. 
2,785. 
726. 
4,928, 
4,837. 
126. 
1,546. 
563. 
543. 
eee 
2214. 
156. 
125. 
4,000. 
7,606. 
285. 
71. 


2,175 


92 
oo 


60 
37 


56 


24 


90 


33 


50 


66 


68 


60 


50 


[Endorsed]: #1756. Plffs. Ex. “QQ.” Filed in the District Court, 
Territory of Alaska, 4th Div. Apr. 30, 1914, 
By P. R. Wagner, Deputy. 
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(Testimony of Sidney Stewart.) 

Q. Mr. Stewart, will you look at your records and 
give us the total amount, as shown by the books of 
the Fairbanks Banking Company, then known as the 
Washington-Alaska Bank of Nevada, of its assets on 
October 25, 1910. 

Mr. CLARK.—To which we object as irrelevant, 
incompetent and immaterial, coming in too late, 
after the motion has been made for a nonsuit on that 
very matter; and we object to the plaintiff being 
permitted to open up their case to introduce further 
testimony. 

(Objection overruled; and defendants except.) 

Mr. RIDER—Q. What was the total amount of 
the assets as shown by the books of the bank ? 

A. Total assets $1,471,230.18. 

Q. And the total amount of habilities? 

A. $1,475,470.51. 

Q. Capital stock outstanding? A. $159,600. 

Q. What was the total amount of paper then past 
due carried by the bank as an asset on that date, and 
which has never been paid? [890] 

A. $224,762.49. 

Q. Is there an asset of stocks included in the state- 
ment on that day? A. Yes, sir. 

Q. What is it, and what is it composed of? 

A. $417,949. 

Q. What is it composed of? 

A. $341,949 capital stock of the Gold Bar Lumber 
Company, $75,000 Washington-Alaska Bank of 
Washington; $1000 Chena Melting Milling & Refin- 
ing Company; making a total of $417,949 in stocks. 
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(Testimony of Sidney Stewart.) 
Mr, RIDER.—That is all. 


Cross-examination. 

Mr. CLARK.—Q. The assets that you have given 
do not inclide any accrued interest on any loans 
that were outstanding at that time carried and un- 
paid ? 

A. The accrued interest is not shown as an asset 
on their statement. These figures I have given you 
are the total of assets as shown by their daily state- 
emt. 

Q. There were a large number of interest bearing 
loans outstanding at that time? pe esol 

Q. Have you among your papers a statement fur- 
nished to the directors at the meeting of October 13, 
1910? A. I don’t know. 

Mr. CLARK.—That is all. 

Mr. RIDER.—We rest. [391] 

By Mr. McGINN.—We desire to read in evidence 
the deposition of J. O. McKenzie, taken pursuant to 
a stipulation entered into between the parties to this 
case (Reads deposition.) [892] 


[Title of Court and Cause. ] 


[Deposition of E. L. Webster et al.] 

Depositions of E. L. Webster, W. H. Parsons, T. 
FH. Ryan, W. M. Peterson, J. S. Mackenzie and Frank 
E. Barbour, taken in the above-entitled causes on be- 
half of the defendants pursuant to oral stipulation 
now entered into between the attorneys for the re- 
spective parties and pursuant to the same stipula- 
tion and notice for the taking of the depositions of 
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the witnesses Carl M. Johanson and W. G. Cassels, 
heretofore taken on behalf of plaintiff in the above- 
entitled suits, before N. W. Bolster, a Notary Pub- 
lic, at Seattle, Washington, on the 2d day of March, 
A. D. 1914, John L. McGinn appearing as attorney 
for the defendants R. C. Wood, James W. Hill and 
John L. McGinn, and also pursuant to stipulation as 
attorney in behalf of all the remaining defendants 
who are represented by McGowen & Clark as their 
attorneys of record, and O. L. Rider appearing as 
attorney for said plaintiff in the taking of said depo- 
sitions of Carl M. Johanson and W. G. Cassels. 
[393 | 

NOW, THEREFORE, be it remembered that pur- 
suant to said notice and stipulation, on this 14th day 
of March, A. D. 1914, at my office, room 707 Lowman 
Building, Seattle, King County, Washington, before 
me, N. W. Bolster, a Notary Public in and for said 
state, duly commissioned to administer oaths, etc., 
etc., personally appeared E. L. Webster, W. H. Par- 
sons, T. F. Ryan, W. M. Peterson, J. 8S. Mackenzie 
and Frank E. Barbour, witnesses produced on behalf 
of the defendants named in the above-entitled action 
now pending in said court, and who being by me first 
duly cautioned and sworn, were then and there ex- 
amined and interrogated by Jobn L. McGinn, Esq., 
of counsel for said defendants, and by O. L. Rider, 
Esq., of counsel for said plaintiff, and testified as 
follows: [394] 
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[Deposition of J. 8. Mackenzie, for Defendant. ] 


J.S. MACKENZIE, produced as a witness in be- 
half of defendants, being first duly cautioned and 
sworn, testifies as follows: 

Q. (Mr. McGINN.) State your full name. 

A. John 8S. Mackenzie. 

@. Where do you reside, Mr. Mackenzie? 

A. Gold Bar, Washington. 

Q. How long have you resided at Gold Bar, Wash- 
ington? 

A. It will be twelve years on the 18th of next June. 

Q. And what have you been engaged in doing there 
during that period? 

A. Well, I have occupied the position of foreman, 
superintendent and then manager. 

Q. Of what? 

A. Of the Gold Bar Lumber Company sawmill. 

Q. A corporation organized under the laws of the 
State of Washington ? A. Yes, sir. 

Q. When did you first go to work for the Gold Bar 
Lumber Company ? A. June 18, 1902. 

. In what capacity? 

. Then I was car tallyman. 

. How long did you continue in that capacity? 

; About one year. 

. And then what position? 

. Then I went into the office as assistant book- 
keeper until May, 1906. 

Q. And then what? 

A. In May, 1906, I was—I occupied the position 
of superintendent [895] until June, 1911; from 
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(Deposition of J. S. Mackenzie.) 
June, 1911, to the present time I have been manager. 

Q. So, then, about the month of March, 1908, you 
were the superintendent of the Gold Bar Lumber 
Company ? A. Yes. 

Q. And as such were you familiar with the prop- 
erty and assets of the Gold Bar Lumber Company 
and its liabilities? A. Yes, sir, quite familiar. 

Q. Do you remember when the stock of the corpo- 
ration was acquired by E. T. Barnette, James W. 
Hill, R. C. Wood and Car! M. Johanson ? 

A. May 1, 1906. 

Q. Do you know how long Mr. Wood, Mr. Hill and 
Captain Barnette continued to hold their stock ? 

A. No, I could not say. 

Q. I will ask you to state whether or not during 
the year 1907 the Gold Bar Lumber Company pur- 
chased any additional timber ? A. Yes. 

Q. From whom? 

A. The Weyerhauser Timber Company. 

Q. How many feet? 

A. Approximately twenty million. 

Q. Do you know how much they paid for that tim- 
ber per thousand? 

A. They paid a lump sum of $45,000, $2.25 a thou- 
sand. 

Q. Was that a fair and reasonable price for tim- 
ber at that time? 

(Counsel for plaintiff objects as irrelevant, imma- 
terial and incompetent.) [396] A. Yes. 

Q. I will ask you to state whether or not you are 
acquainted with the value of timber in Gold Bar and 
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(Deposition of J. S. Mackenzie.) 
its vicinity during the years 1907-8 and up to the 
present time? 

A. Am I acquainted with the value? 

Q. Yes. A. Yes, sir, fairly so. 

Q. Do you regard $2.25 a thousand a fair and 
reasonable price? IN, SESE) 

Q. I will ask you to state whether or not that was 
the price at which timber was being held at that time 
in that vicinity ? 

A. Well, now, I do not know that I could say really 
that it was the case, because there is very little tim- 
ber on the market up there; most of the timber is 
held by the big investors and it really is not on the 
market; that is you can go and buy it if you want 
to, but then it is not advertised and it is hard to find 
out just what the values are. 

Q. In March, 1908, about how many million feet 
of timber did the Gold Bar Lumber Company own? 

A. I could not say without referring to the reports. 

Q. Have you the reports with you? A. Yes. 

Q. I will ask you to refer to the report and to 
state what it was. A. On what date? 

Q. March, 1908. 

A. (Referring to report.) I would say approxi- 
mately one hundred [897] forty million feet. 

Q. What in your opinion was the value of that 
timber per thousand feet? 

A. Pardon me just a minute; J have no report 
showing it any time in March. Our reports are all 
based on October 1, 1907, because that was the end of 
our fiscal year. Now, I will have to take that back 
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(Deposition of J. S. Mackenzie.) 

about the one hundred and forty million feet. It 
was more than that; we had one hundred fifty million 
feet on October 1, 1908. Now I have no way of ar- 
riving at how much we would have on March 1, 1908. 

Mr. RIDER.— Are you speaking of 1907 or 1908. 

The WITNESS.—On October 1, 1908, we had one 
hundred fifty million. 

Q. (Mr. McGINN.) And what would you have in 
October, 1907? 

A. We had one hundred forty million feet October 
1, 1907, and we had one hundred fifty million on Oc- 
tober 1, 1908, for the reason that we bought the 
twenty million feet from Weyerhauser in the mean- 
time. 

Q. What in your opinion was the value of that 
timber per thousand feet in the month of March, 
1908 ? 

(Counsel for plaintiff objects as irrelevant, imma- 
terial and incompetent. ) 

A. You mean what it could be purchased for? 

@. Yes, sir, what it was worth. 

A. What would be the fair selling price for what 
we had? 

Q. Yes. 

Mr. RIDER.—I object to the question for the rea- 
son that in the light of what the witness has answered 
it is not the proper basis for obtaining the value of 
the timber. [398] A. From $2.00 to $2.25, 

Q. (Mr. McGINN.) What do you base that 
opinion on? 

A. On the fact that we paid $2.25 to Weyerhauser 
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(Deposition of J. S. Mackenzie.) 
for what we bought. 

Q. Now, besides the timber that was upon the 
property what did the assets of the Gold Bar Lum- 
ber Company consist of during the month of March, 
1908? 

A. Mill buildings, mill machinery, logging equip- 
ment, water system, real estate, both logged off land 
and townsite, furniture and fixtures, cash on hand 
and a certain amount of supplies for the mill and 
camp. 

Q. And stock ? 

A. And stock on hand, lumber stock on hand, and 
also the general merchandise store. 

Q. Have you a statement there showing the re- 
sources and liabilities of the Gold Bar Lumber Com- 
pany for the month of March, 1908? A. No, sir. 

Q. Have you any statement showing the resources 
and liabilities of the Gold Bar Lumber Company 
during the year 1908? 

A. I have for September 30th. 

Q. Have you that statement with you? 

i VCS, 

Q. Will you produce it? 

A. (Producing document.) It is dated October 1. 

Q. Now, in this statement of the Gold Bar Lum- 
ber Company dated October 1, 1908, under the total 
of resources it shows camp equipment amounting to 
the sum of $31,915.23; what did that camp equip- 
ment consist of? [399] 

Mr. RIDER.—We object to any reference to the 
items contained in the statements or the values as 
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shown by those items, for the reason that they are 
incompetent and for the further reason that they 
are irrelevant and immaterial. 

A. Two locomotives, ten logging cars, three don- 
key engines, about five miles of railroad, steel, and 
all tools necessary to logging. 

Q. (Mr. McGINN.) And state whether or not 
those were necessary. 

A. All necessary for the purpose of logging. 

Q. I will ask you to state whether the sum of $31,- 
915.23 was the fair and reasonable value of that camp 
equipment. 

(Counsel for plaintiff objects as irrelevant, imma- 
terial and incompetent. ) 

A. Yes. 

Mr. RIDER.—That is based on that statement, is 
it, Mr. McGinn, the question which you are asking 
the witness? 

Mr. McGINN.—Well, I am asking him whether, 
in his opinion, he considers that a fair and reason- 
able value? 

Mr. RIDER.—At what time? 

Mr. McGINN.—In October, 1908. 

Mr. RIDER.—That is objected to as irrelevant, 
immaterial and incompetent. 

Q. (Mr. McGINN.) And you were acquainted 
with the values of that property, of the camp equip- 
ment at that time, were you? A. Yes. 

Q. Was that camp equipment of the same value, 
or approximately the same value in the month of 
March, 1908? 
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(Deposition of J. 8. Mackenzie.) 

(Counsel for plaintiff objects as irrelevant, im- 
material and incompetent.) [400] 

A. I should say exactly the same, possibly a little 
more on account of wear and tear during that time. 

Q. The next item is excess freight fund consisting 
of $625.16, what did that consist of 2 

Mr. RIDER.—In order that there may not be a 
constant interruption, may it be understood that an 
objection is made to all questions based upon the re- 
port which you are now examining him on, for the 
reason that they are irrelevant, immaterial and in- 
competent ? 

Mr. McGINN.—Yes, and further that you can 
raise any objections on the trial which you see fit. 

A. I do not know, Mr. MeGinn, what that item is. 

Q. Clr. McGINN.) Can you state whether or not 
that is a cash item? 

A. Excess freight—I should judge that it was the 
difference between the actual freight and the basis 
on which the lumber was sold; in other words, what 
we call underweights. 

@. The next item, horses and wagons amounting 
to the sum of $501.06; state whether or not the horses 
and wagons were worth that amount. es: 

Q. What did they consist of ? 

A. Three horses and two wagons, two dump-carts 
and all necessary equipment. 

Q. And that was necessary in the operation? 

A. That was necessary in the operation up there. 

Q. The next item, unexpired insurance on mill 
$2,026.68, what did that consist of ? 
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A. That represents insurance which had been paid 
up but which [401] was unexpired and therefore 
it was an asset. 

@. And unexpired insurance on real estate $128.78 
—the same can be said of that? 

A. The same thing. 

Q. The next item? 

A. Lands, amounting to the sum of $3,229.57, what 
do you mean by lands? 

A. That represents both logged off land and also 
timber land, without considering the value of the 
timber. It was carried, if Iam not mistaken, at one 
dollar an acre on the books. 

@. And would you consider that the reasonable 
value ? A. I consider that very, very reasonable. 

. Asa matter of fact, it was worth more. 

A. Yes. 

@. How much more would you say? 

A. I should say not less than three dollars at least. 

Q@. And the next item is lumber and logs, $8,232.74. 

A. That represents stock and logs on hand in the 
yard and in the pond. 

Q. Was it worth that amount? 

A. I would hardly be prepared to say, because I 
do not remember how much stock we had at that 
time. 

Q. In carrying lumber that way, what valuation 
was placed upon it? 

A. We figured the selling price at the time the 
stock is taken, less what it will cost to load it and 
machine it, if it needs machining. 
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Q. In your opinion that would be a fair and rea- 
sonable price for it? [402] 

A. Yes, sir, it would. 

Q. The next item is light equipment $2,879.32; 
what did that consist of ? 

A. They represented three dynamos, one dynamo 
engine and all wiring system, both in and around the 
mill and the town. 

Q. Can you state whether or not that is the fair 
and reasonable price to be placed upon it? 

A. Yes, sir, I should judge it was. 

Q. It was worth that amount? A. Yes. 

Q. The next item is millsite $5,000—what do you 
mean by millsite? 

A. The millsite represents 26.41 acres of land on 
which the plant was built and our lumber-yards, 
which I consider very reasonable. 

Q. Then the mill buildings, amounting to the sum 
of $24,213.87, state whether or not that was a fair 
and reasonable value for that. 

A. Yes, sir, I should say it was very reasonable at 
that time. 

Q. Mill equipment amounting to the sum of $73,- 
594.81. 

A. That represents all sawmill machinery. The 
sawmill] had a capacity at that time of about 90,000 
per day; it also represents all the planing mill ma- 
chinery and the shingle mill machinery, all neces- 
sary in the manufacture of lumber, and I should 
judge it was a conservative estimate. 

Q. The Northern Bank & Trust Company $6,- 
og 20. 
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A. 'That, I presume, represents the cash in the 
bank at the time of this statement, I don’t know. 
[ 403 ] 

Q. You were doing business with the Northern 
Bank & Trust Company at that time? 

A. We were doing business with the Northern 
Bank & Trust Company at that time. 

Q. The next item, office furniture $548.58. 

A. That represents safes, desks, typewriters and 
other furniture incident to the office. I should judge 
it was a very conservative estimate. 

Q. Timber $300,000. 

A. That represents one hundred and fifty million 
feet of timber carried on our books at $2.00 a thou- 
sand. 

Q. In your opinion I believe you testified that tim- 
ber was worth between two and two and a quarter a 
thousand. 

A. Yes, sir. I based my opinion on the fact that 
the Weverhauser people sold us the timber we pur- 
chased at $2.25, and the reason they sold it was 
because it was logged off all around the tract that 
we bought and it was a pretty good buy; for that 
reason I think that they sold it at the price of $2.25, 
and it was as reasonable as it could be bought at that 
time. 

Q. Would you say, then, that the sum of $300,000 
for the timber was a conservative estimate? 

A. Yes. 

Q. Real estate amounting to $24,500; what did that 
consist of ? 
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A. That is represented in town lots, and about 
eighteen houses that the company owned at that time. 

Q. Was that a reasonable, conservative valua- 
tion placed upon that item of real estate ? ia ES, 
[404 | 

Q. The Valley Supply Company stock, amounting 
to the sum of $9,593.39. 

A. That represents stock on hand in the genera! 
merchandise stock, together with all fixtures neces- 
sary for the conduct of the store business, and was 
represented by actual stock taking at the time that 
the statement was gotten out. 

Q. And they had an inventory of the stock? 

A. Yes. 

Q. Water system $10,313.82. 

A. That represents the water system that was put 
in in 1907-8; a gravity system, piped about three 
miles from the hills, and was all new and in working 
order at the time this statement was gotten out, and 
represents the exact cost of installation. 

Q. In your opinion, was it worth that amount? 

eel On tat. 

Q. The next item is accounts receivable $7,161.47. 

A. That I could not sav anything about. It rep- 
resents the amount that was owing us on our books 
at that time. 

Q. You cannot say just at the present time how 
much of that you collected? 

A. No. We were in the habit of charging off what 
we considered a safe amount for all accounts for 
the year. 
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@. And at this time you considered that was a fair 
and reasonable estimate of the amount due you? 

A. That was done before the statement was got- 
ten out or the books were closed, so that I should 
say that that represented the correct amount that 
was owing us. 

@. This shows total resources $510,983.68; in your 
opinion [405] that would be a conservative esti- 
mate? A. Yes— 

Q. —of the resources of the Gold Bar Lumber 
Company ? A. Yes. 

Q. Liabilities, bills payable, $71,000; that was what 
you owed ? 

A. That was what we owed on our—I guess that 
was indebtedness to the bank. Was that the total 
hhabilities, $71,000, or just the bills payable? 

Q@. The bills payable, and there is unpaid taxes 
$1,306.24, wages due $149.99, accounts payable 
$362.74; I will ask you to state whether or not that 
included all of the liabilities of the Gold Bar Lum- 
ber Company ? A. Yes, sir, all the habilities. 

Q. It shows, then, total habilities $72,818.97. 

Mr. RIDER.—On what date? 

Mr. McGINN.—October 1, 1908. 

@. The statement then shows net resources $438,- 
164.71; would you consider that, then, a fair and 
reasonable statement of the net resources of the Gold 
Bar Lumber Company October 1, 1908? 

A. Yes, sir, I would. 

Q. What would you say as to the total resources 
of the Gold Bar Lumber Company, as compared with 
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this statement, was in March, 1908 ? 

A. I should say they were about the same, for the 
reason that the mill did not operate during 1908 at 
all, therefore there would be no timber cut. 

(). You say that the mill did not run during the 
year 1908? 

A. The mill did not run during the year 1908 from 
November, [406] 1907, until December, 1908. 

Q. Now, in the year 1909 did you also make an 
annual statement showing the resources and liabili- 
ties of the Gold Bar Lumber Company ? 

A. Yes, sir, on September 30th. 

Q. Have you got that statement ? 

A. Yes, sir (Showing document). 

Q. Now, this statement showing the net resources 
on October 1, 1909, sets forth the assets and liabilities 
of the Gold Bar Lumber Company, and without tak- 
ing up the time of going into each one of these items 
separately as I did with you in the former statement 
of October 1, 1908, I will ask you whether the 
amounts placed opposite these different items of as- 
sets was a fair, and reasonable and conservative es- 
timate of the value of those assets at that time. 

Mr. RIDER.—To which the plaintiff objects for 
the reason that it is irrelevant, immaterial, incompe- 
tent, and objects to any examination based upon this 
statement for these reasons. 

A. (Witness examines and compares the state- 
ments.) Yes, I should sav that was a reasonable 
valuation. 

Q. (Mr. McGINN.) It places a valuation on bills 
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receivable in the sum of $350. 

A. That represents an account that was owing us 
on which we had a note; we had taken a note to secure 
us. 

Q. Do you remember whether that was paid or 
not? 

A. No, it was not paid. At that time we consid- 
ered it good, but it has been charged off since. 

Q. It fixes the camp equipment at $35,503.18; do 
you [407] consider that a fair and reasonable and 
conservative value of the camp equipment at that 
time ? a | 

A. Well, I don’t understand why it should have 
been any higher then, Mr. McGinn, in 1909, than it 
was in 1908, unless there was something purchased 
in the meantime—if there was I do not remember it. 

Q. You do not remember it? 

A. No; there may have been rails purchased, which 
would raise the valuation. 

Q. But what you carried this for on the books of 
the company was a conservative estimate ? 

A. What we considered a conservative estimate. 

Q. —of the value of the property. A. Yes. 

Q. It shows cash $620.71, cook-house supplies 
$149.95; was that the amount which you really had 
on hand at that time? Be SOS 

Q. And it was the value? 

A. Yes, sir, it was represented by actual inventory. 

Q. Excess freight fund, amounting to $592.86, that 
is correct, is it? Re Yes 

Q@. And horses and wagons $283.06; would would 
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you say about that being fair and reasonable ? 

A. I presume that is correct. I think that we had 
reduced it to two horses instead of three. 

Q. It was worth that amount? 

A. Yes, it was worth that amount. 

@. Then comes the unexpired insurance on the 
mill, $3,551.54, [408] unexpired insurance on real 
estate $154.02. What you have stated in regard to 
the statement of October, 1908, will also apply to this 
statement of 1909. A SUSE Silie. 

©). And vou carried land at this time at $3,290/07, 
do you consider that a fair and reasonable and con- 
servative value? 

A. Yes, that is still based on a dollar an acre. 

@. And in your opinion, how much was it really 
worth at that time? 

A. Two dollars and a half to three dollars. 

Q. The next item is lumber and logs $52,600.33 ; 
what did that consist of ? 

A. That represents the stock mm the vard and the 
logs in the pond, and I should judge it would be 
right, because we carried a very heavy stock at that 
time. The lumber market was suffering quite a de- 
preciation at that time and we were not moving much 
stock, 

Q. And then the mill buildings $5,000. 

A. That is the mil]site. 

Q. The millsite at $5,000; that is the same as in 
1908 ? 

A. Yes, sir. We always cartied it at that, al- 
though we consider it is more valuable now than it 
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was at that time, still we always carried it at $5,000. 

Q. You considered it worth $5,000 in 1908? 

pees. 

Q. Mill buildings amounting to the sum of $27,- 
507.94. 

A. That I consider a conservative estimate for the 
buildings. 

Q. Mill equipment $89,251.36. 

A. That I should judge to be all right, because we 
had [409] increased the capacity of the mill from 
ninety to one hundred thousand during 1909. 

Q. And the next is the mill supplies, amounting to 
the sum of $965.57. 

A. That I know to be correct because it represents 
the tools, the movable tools which are in use around 
the mill at all times, and they are always around 
about the same. 

(. And that was a fair and reasonable value? 

A. Yes, sir; we are carrying at the present time 
about $1,300. 

Q. National Bank of Commerce $1,249.43. 

A. That, of course, I could not say. That repre- 
sents our cash balance in the bank, evidently. 

Q. The next item is furniture and fixtures $718.58 ; 
would you say that was a fair, reasonable and con- 
servative value of that asset? 

A. Yes, sir. We had purchased additional fix- 
tures and furniture for the office in the meantime. 

Q. The next item is real estate $23,550; what would 
you sav about that? 

A. That I should judge to be all right. 
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Q. The previous year you carried your real estate 
at $24,500. 

A. We had probably sold some lots in the mean- 
time. 

Q. The next item is the Valley Supply Company 
$12,051.99, how about that? 

A. Thatisrnght. That represented an increase 
the stock. It was lower in 1908 on account of the 
plant not operating. [410] 

Q. The next is the water system $10,341.59. 

A. That is correct. We never depreciated the 
water system for the reason that we figured that the 
extensions we were putting in each year would offset 
any depreciation which might take place. 

Q. The next item is timber $271,032.73. 

A. I presume that is correct. It represents the 
actual stumpage carried at $2.00 on our books. Of 
course, L could not say whether we actually had that 
much or not; it is presumed that it is correct. 

Q. You probably deducted from your timber what 
had been cut? 

A. We deducted every year what we took off, and 
earried forward the balance on October Ist of each 
year at $2.00. 

Q. The next item is accounts receivable amounting 
to the sum of $20,878.87. 

A. Of eourse, I could not say as to that. 

Q. You considered that correct at that time? 

A. Those were considered good accounts. 

Q. You had wiped out what vou considered bad 
accounts prior to this time? 
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A. We had wiped out the bad accounts prior to 
that time. 

Q. This statement shows total resources $560,- 
852.02, and the liabilities, bills payable $100,000; lia- 
bility insurance $839.40; accrued interest $805.17; 
unpaid taxes, $1,000.08; accounts payable $11,- 
082.49, and wages due $8,370.27, making a total of 
liabilities of $122,097.41; I will ask you to state 
whether or not that included all the liabilities of the 
Gold Bar Lumber Company. 

A. That included all the habilities. 

Q. This shows, then, net resources October 1, 1909, 
$438,754.61; [411] I will ask you to state whether 
or not, in your opinion, that was a fair, reasonable 
and conservative estimate of the net resources of the 
Gold Bar Lumber Company ? 

A. Yes, sir, in my opinion that is a fair valuation. 

Q. When did you make out vour next statement ? 

A. We made out the next statement on September 
30, 1910. 

Q. Have you got a copy of that statement with 
you? he Yes, sir. (Showing document. ) 

Q. Here is the statement of the Gold Bar Lumber 
Company of October 1, 1910, which shows resources 
and liabilities, and places a separate valuation on the 
separate items enumerated here. I am not going to 
take up the time in going through each one of these 
seriatim, but I will ask you to state whether or not 
the amounts set opposite these items of resources in 
your opinion are fair and reasonable, conservative 
estimates of the value of the Gold Bar Lumber Com- 
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pany at that time. 

Mr. RIDER.—To which plaintiff objects for the 
reason that it 1s incompetent and immaterial, and 
objects to any examination based upon such type- 
written statement, for the reason that the same is 
incompetent, irrelevant and immaterial. 

A. The only item I would be in doubt about would 
be the lumber and logs which are shown here at $59,- 
290, because I do not remember how much stock we 
had on hand. 

Q. (Mr. McGINN.) Outside of that, you think 
the others are all right. 

A. Yes, sir; I know that we had a heavy stock at 
that time; during 1908, 1909 and 1910 we had a heavy 
stock of lumber. 

Q. You did not carry on your books any more than 
what you [412] actually had? 

A. No, sir, that item is based on actual inventory. 

q. That item is based on actual inventory ? 

A. On actual inventory at the time the statement 
was made out there, and it was done so every year 
and it represents the market price of the lumber less 
what it would cost to put it on the cars. 

Q. That shows the total resources of the Gold Bar 
Lumber Company October 1, 1910, amounting to 
£566,330.97 ; now in your opinion that would be the 
fair and reasonable, conservative estimate of the 
total resources of the Gold Bar Lumber Company ? 

A. Yes. 

Q. The statement also shows labilities amounting 
to the sum of $116,859.56; does that show the total 
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liabilities of the Gold Bar Lumber Company ? 

A. Yes. 

Q. The statement then shows net resources as of 
that date $449,471.41; would you say that that was 
the fair and reasonable, conservative estimate of the 
value of the net resources of the Gold Bar Lumber 
Company at that time? 

A. Yes, I should judge it was. 

Q. Now, in these statements you carry your tim- 
ber, we will say in this statement of October 1, 1908, 
at $300,000. A. Yes. 

Q. And that represented 150,000,000 ? 

A. 150,000,000. 

(. 150,000,000 at A. At $2.00 a thousand. 

Q. How did you estimate the number of feet of 
timber which [413] you had on the property? 

A. We had it cruised. 

Q. By whom? A, A. L. Graham. 

Q. When was that cruise made? 

A. Well, about April, 1906, it was cruised just be- 
fore the plant changed hands on May 1st. 

Q. I will ask you to state whether or not you 
found that the timber ran ahead of the cruise? 

A. Yes, sir. 

Q. And what percentage? A, 1214, 

Q. So then, as a matter of fact, there should be 
added to these items about 1214 per cent greater 
than what your inventory showed. 

A. Yes, sir, on that one particular item of timber. 

(. And that applies to all of these statements? 

A. Yes. 
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Q. During all of these years, that is 1908-9-10, in 
your opinion the Gold Bar Lumber Company was 
worth what these statements shows it was worth ? 

A eS. 

Mr. McGINN.—TI ask that a copy of these state- 
ments be attached to the deposition of the witness 
and marked ‘‘Defendants’ Exhibits No. 9, No. 10 
enidely o; dle” 

Mr. RIDER.—To which the plaintiff objects for 
the reason that the same is incompetent, irrelevant 
and immaterial. 

(Documents above referred to are marked respec- 
tively ‘‘Defendants’ Exhibits Nos. 9, 10 and 11,” at- 
tached hereto and returned herewith.) [414] 

Q. Clr. McGINN.) These statements were 
taken from what? 

A. They were taken from our general ledger. 

Q. Where are those books now? 

A. At Gold Bar. 

Q. And statements of this kind were furnished to 
the Fairbanks Banking Company? A. Yes. 

Q. And also afterwards to the Washington-Alaska 
Bank? ees eel. 

@. And statements of that kind have been fur- 
nished to the receiver since his appointment, have 
they not? 

A. Yes. Well, I would like to say this, that dur- 
ing the year 1913 statements were furnished to Mr. 
Johanson with copies for Aly, Noyes; and when I 
was in Valdez Mr. Noyes told me that Mr. Johanson 
would have complete charge. 
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Q. When was that? 

A. That was in December, 1912. Prior to Decem- 
ber, 1912, I had mailed Mr. Noyes copies of these 
statements myself direct to Fairbanks. 

Q. What did Mr. Noyes tell you at that time? 

A. Mr. Noyes told me then in December, just be- 
fore I left Valdez, that Mr. Johanson would have 
complete charge out here and that I would be re- 
sponsible to him; consequently since I came back 
from Valdez I have mailed all copies of the state- 
ments to Mr. Johanson here in Seattle with copies 
for Mr. Noyes. 

Q. Did Mr. Johanson then have the management 
of the property? 

A. In an advisory way, yes. [415] 

Q. What do you mean by ‘‘in an advisory way’’? 

A. Well, he never stayed there, but he just came 
out there at intervals. 

@. How often would he come there? 

(Counsel for plaintiff objects as irrelevant, 1mma- 
terial and incompetent. ) 

A. Three or four times a month, from two to four 
times a month. 

Q. And how long would he stay there? 

A. Sometimes a day and sometimes he would stay 
there a week. 

Q. Do you know what compensation he received 
as manager? 

(Counsel for plaintiff objects as irrelevant, imma- 
terial and incompetent. ) 

A. Yes, sir, he received from one hundred fifty to 
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three hundred dollars a month. 

Q. One hundred fifty dollars a month during cer- 
tain periods and three hundred dollars a month dur- 
ing certain other periods. 

A. Yes, sir, one hundred fifty dollars a month dur- 
ing some periods and three hundred dollars and two 
hundred fifty dollars during certain periods. 

@. When did he receive the three hundred dollars 
a month? 

Mr. RIDER.—AIH of this examination is objected 
to as irrelevant, immaterial and incompetent re- 
specting Mr. Johanson’s connection with the Gold 
Bar Lumber Company or his conduct of the business 
or the salary that he received. 

A. (By the Witness.) For about five months 
1913 he received three hundred dollars a month. 

Q. (Mir. McGINN.) How long did he continue to 
occupy that [416] position? 

A. Up to the present time, I think. 

Q. He is still occupying it, is he? 

A. Well, now, I am not sure of his position since 
the Dexter-Horton National Bank has control of the 
stock; it has not been explained to me. He is not on 
the salary list any more. 

Q. He is not on the salary list any more? 

A. No, sir, not since January, 1914. 

@. Has he been over there since that time? 

A. Yes, sir, a few times. 

Q. And you are in the exclusive charge of the 
property now? Ke NCsacit. 

Q. Has the mill been operated during the year 
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WY A. Yes, it was operated ten months. 

Q. Are you acquainted with the handwriting of 
Carl M. Johanson? A. Yes, sir. 

Q. I show you now what has been marked Defend- 
ants’ Exhibit No. 6 for the purpose of identification, 
and which purports to be a letter from Carl M. 
Johanson to W. H. Parsons, dated October 13, 1913, 
and I will ask you to state whether or not that is 
his signature (showing document to witness) ? 

Mr. RIDER.—I object to that is irrelevant, imma- 
terial and incompetent. 

A. Yes, sit, it is. 

Mr. RIDER.—And I make the further objection 
that Mr. Johanson has appeared here as a witness 
and the letter was not presented to him for identifi- 
eation or explanation. [417] 

Q. (Mr. McGINN.) Attached to this letter is a 
statement showing the resources and liabilities of 
the Gold Bar Lumber Company September 80, 1913, 
I will ask you if that is the time when you made your 
annual statement. A. Yes. 

Q. This statement shows that the net resources on 
September 30, 1918, amount to the sum of $344,- 
941.92, I will ask you to state whether or not, in your 
opinion, the net resources of the Gold Bar Lumber 
Company on that date was that amount ? 

Mr. RIDER.—That is objected to as irrelevant, 
immaterial and incompetent and the further objec- 
tion to any examination based upon such printed 
statement for the reason that it is incompetent, ir- 
relevant and immaterial. 
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A. Yes, I should say that was a conservative esti- 
mate, 

Q. (My. McGINN.) On the 30th day of Septem- 
ber, the Gold Bar Lumber Company charged off bad 
accounts and depreciated some of the items in order 
to make them reasonably near their true value. 

a, NESE 

Q. As nearly as possible their exact value, isn’t 
that true? A. Yes, sir. 

Q. Do you know what that depreciation amounted 
to? 

Mr, RIDER.—I object to that as irrelevant, imma- 
terial and incompetent—what year, Mr. McGinn? 

Mr. McGINN.—September 13, 1913. 

Mr. RIDER.—I object to that as irrelevant, im- 
material and incompetent. 

A. I do not remember the exact amount; it was 
somewhere between thirty-five and forty thousand 
dollars. [418] 

Q. Gly. McGINN.) This letter of Mr. Johan- 
son’s, he says the depreciation was something hke 
$40,000. 

A. Yes, sir, J think it was about $38,000. 

Q. Do you know the amount of timber that you 
had on hand at that time standing? 

(Counsel for plaintiff objects as irrelevant, imma- 
terial and incompetent. ) 

A. About 83,000,000 feet. 

Q. What, in your opmion, was the value of that 
timber at that time per thousand feet? 

(Counsel for plaintiff objects as irrelevant, imma- 
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terial and incompetent. ) 

A. What we were carrying it at, or what I would 
consider it worth? 

Q. What you would consider it worth. 

A. I should think it would be worth two and a 
half a thousand. 

Q. What were you carrying it for? 

A. Two and a quarter. 

Q. Those reports were made out to the best of 
your ability and judgment, were they not? 

A. Yes. 

Q. And based upon actual values as nearly as you 
could determine them? 

A. Yes, sir, in our judgment based on actual 
values. 


Cross-examination. 

Q. (Mir. RIDER.) Mr. Mackenzie, when does the 
fiscal year of the Gold Bar Lumber Company begin 
—October Ist? A. Yes. [419] 

Q. And all your statements were based upon Sep- 
tember 30th, or October 1st, because that is the be- 
ginning or the end of the fiscal year? A. Yes, sir. 

Q. And at that time you balanced up the books 
of the company for the year. A. Yes, sir. 

@. And arrived at the book valuation of the com- 
pany’s property at that time? A. Yes, sir. 

Q. You carry in those statements an item of sur- 
plus; is that the difference between your liabilities 
and your resources ? A OS Sir. 

(). And it shows the net resources ? 

A. It shows the net resources. 
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Q. The surplus account is the net resources? 

A. Yes, sir. 

Q. Have you with you a statement of the condi- 
tion of the Gold Bar Lumber Company on October 
1, 1907? A. Yes, sir (showing). 

Q. Have you a statement of the condition on May 
1, 1906? 

A. No, have not. October 1, 1906, is the nearest 
I have to that. May 1, 1906, was the time that the 
new company took it over? 

Oo: Yes. A. Yes. 

@. Have you an extra copy of the statement of 
October 1, 1907? 

A. No, I have not an extra copy of any of those— 
all the extras were sent into the bank. 

Q. A copy of the statement of October 1, 1907, was 
furnished [420] to the bank, was it? 

A. Well, now, LI could not just exactly say that, 
Mr. Armstrong was manager at the time. Still I 
know it to be a fact that he always mailed the bank 
copies. 

(). This copy which you have here shows your net 
resources on October 1, 1907, $359,119.18. 

A. Yes. 

G. That 16 correct, 16. 107 A. Yes. 

Q. And that is a fair and reasonable valuation of 
the net resources at that time? 

A. Well, I should say not, for the reason that the 
timber at that time was carried at one dollar and a 
half, whereas we considered it worth two dollars. 
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Q. Well, that is what you carried it on the books 
at? PX NEES, 

Q. Included in that $359,119.18 is the $12,000 capi- 
tal stock, is it not; can you tell me from an examina- 
tion of it (handing document to witness) ? 

A. It does not show it as a liability. I should 
judge it was not entered—it does not show it as a 
liability. 

Q. I wish you would look at that. 

A. (Examining document.) It is evident from an 
examination of the comparative statements that it 
must have been included. 

Q. This statement of October 1, 1907, shows your 
timber lands as $204,956.05. A. Yes, sir. 

Q. And that is correct, is it? 

A. That is what we carried it at in our books. 
[421 | 

Q. Now, if I caught your answer right in answer 
to a question of Mr. MceGinn’s, you stated that the 
second cruise which you had made of the timber 
showed that your valuation should have been in- 
creased 121, per cent. 

A. No, not based on any second cruise—based on 
the actual cut, as compared with the cruise—it over- 
ran. 

@. And these valuations based on that second 
cruise should be increased 1214 per cent. 

A. Not based on the second cruise. We never had 
a second cruise. ‘The timber was cruised in April, 
1906, and taking one section of the land, taking the 
actual cruise on that section of land and comparing 
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it with the actual cut which our mill made from that, 
it has overrun 12¥,, per cent. 

Q. Then these valuations should be increased 1214 
per cent, that is as to the value of the timber, as 
based on the difference between the cruise and the 
emt A. Yes. 

Q. That, you think, would be a fair and reasonable 
increase to add to the $204,956.05 that that should 
be increased 1214 per cent? Ay Ves; 

Q. And then you would have a fair and reasonable 
valuation of the property—of the timber lands. 

A. No; I contend that while we carried that 
stumpage at a dollar and a half, that it was carried 
too low. 

Q. Well, you said the difference between your cut 
and your cruise was 1214 per cent. 

A. Yes, 1214 per cent. 

Q. And these valuations of $204,956.05 was based 
on your [422] cruise, were they not? 

ee ics cir, 

Q. In order to bring that to its fair valuation it 
should be increased 1214 per cent, should it not? 

A. Yes; of course that would depend entirely on 
what you were carrying it at. 

Q. Well, you were carrying it at $204,956,05, based 
on your cruise, as [ understand it? 

A, Yes, all right. 

Q. Mr. Mackenzie, you were with this Gold Bar 
Lumber Company prior to the time that Mr. E, T. 
Barnette, Mr. Hill and Mr. Wood bought in there? 

A. Yes, sir, four years before that. 
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@. Do you know how much they paid for their 
four-fifths interest in the property? 

A. As ITunderstand it they bought the entire prop- 
erty, didn’t they ? 

. No, they just bought a four-fifths interest. 

. Outside of Mr. Johanson? 

. Mr. Johanson retained his interest. 

. Mr. Johanson bought the property. 

. Johanson bought it? A. Yes, sir. 

. Do you know how much they paid for the en- 
tire property ? A. $297,000,000. 

Q. That was for the entire property? 

A. Yes, Sir. 

Q. How much of that was paid in cash, do vou 
know? A. I could not say. 

Q. Do vou remember about a note being given at 
that time [423] for about $98,000? 

A. I do remember that there was a note, but I 
could not say the amount of it. 

Q. Do you remember who that note was given by 
and to whom? 

A. Iam inclined to think that it was given by Mr. 
Johanson to O. 8. Lewis, the former owner. 

Q. Was it not given to the Scandinavian-Ameri- 
can Bank and the proceeds given to Mr, Lewis? 

A. No, well, I could not say as to that; I know that. 
the deeds were put in escrow in the Scandinavian- 
American Bank. 

Q. Haven’t you got your books with you to show 
those original entries ? AGeNO, Sin, 

Q. Would you be able to identify a copy of those 
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original entries? A. I don’t know that I would. 

Mr. RIDER.—I think T have what purports to be 
a copy of them. 

Q. Do you remember about a note that was given 
by the Gold Bar Luinber Company, or on which the 
Gold Bar Lumber Co. was liable, to the Seandina- 
vian-American Bank in the sum of $80,000? 

A. No, I don’t know anything about that. 

Q. Now, was there a charge made for depreciation 
of those properties, more particularly its buildings 
and equipment in 1907, prior to making the state- 
ment of October 1, 1907? 

A. That I could not say, Mr. Rider, I think it 
shows the losses and gains. 

Q. It shows an item of depreciation, too. [424] 

A. Yes, sir, the depreciation on October 1, 1907, 
yes, sir—it shows six items of depreciation. 

Q. Totaling how much, in round numbers? 

A. Approximately fourteen or fifteen thousand 
dollars. 

Q. Has there been any charge for depreciation 
made since that time, prior to the one which you 
made last fall, as you have testified about, of the 
thirty-five or forty thousand dollars? 

A. There was one made in—a depreciation charged 
off in 1912. 

@. And also in 1911? 

A. Also 1911, but I could not say between the 
years 1907 and 1911, without reference to the books. 

@. How much do you estimate the percentage of 
depreciation to be annually on that property? 
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A. We charge a thousand dollars a month on the 
mill—I should say about ten per cent. 

Q. That depreciation would attach to what items 
of the property ? 

A. Mill buildings, mill equipment and camp equip- 
ment and office furniture and fixtures. 

Q. Have you with you any data showing the 
amount of timber that was cut during the time that 
the Fairbanks Banking Company, or its successors 
the Washington-Alaska Bank, owned a portion of 
the stock of this company. 

A. I do not know when the Fairbanks Banking 
Company acquired it. 

Q. It acquired it in March, 1908—that would be 
for the years 1908-9-10-11. 

A. Well, the only way would be to take the state- 
ment for October, 1907, and figure the timber at that 
time and then [425] take it for October, 1911— 
that would be about the only way I could get at it. 

Q. And you have no items with you showing that? 

A. No, sir. 

Q. Do you carry on your books any data from 
which you could compute the number of feet cut 
during those years? 

A. Yes, sir, we would take that from the input 
of our camp. 

Mr. RIDER.—Would it be agreeable to have that 
attached to the deposition ? 

Mr. McGINN.—I have no objection. 

Mr. RIDER.—Will you make a statement then 
showing annually the amount of the cut for the years 
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1908-9-10 and send it to the clerk to be attached to 
the deposition ? 

A. You want the timber removed during those 
years? 

Q. The total number of feet cut. 

A, All right, sir. 

(Document referred to is marked Plaintiff’s Ex- 
hibit ‘‘D”’ attached hereto and returned herewith. ) 

. Your mill was closed in the fall of 1907? 

Yes. 

. At what date? 

. About the middle of November. 

. And remained closed until December, 1908 ? 
pees cit 

. How much does it cost to start your mill after 
it has been closed for a year? 

A. Why, I should say about $8,000. 

Q. By reason of the mill being closed, the company 
sustained losses through the moving away of its em- 
ployees who would have purchased supplies of the 
Valley Supply Company, [426] didn’t it? 

A. Yes. 

Q. They moved away when the mill closed? 

A. Yes, sir. 

Q. They were also the principal users of the water 
that was supplied by the water plant too, were they 
uot? ee cs: 

Q. Has the company declared any dividends since 
March, 1908? AN OsIT, 

Q. The profits that the company have made have 
all been turned back into the plant by way of repairs 
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and increase of equipment? A. Yes, sir. 

Q. All of its profits have gone back? 

ay Vesssir. 

Q. And as the timber is cut, the most valuable asset 
of the company is being consumed, is it not? 

A. Yes. It does not seem to me that you com- 
pleted what you started in regard to the loss sus- 
tained by closing in 1908. 

Q. All right, state it then. 

A. I want to say that the reason that the plant 
shut down in 1907 was because the railroads at- 
tempted to raise the rate ten cents a hundred pounds 
on all transcontinental freight and the Lumberman’s 
Association figured that it would be impossible for 
us to pay it. That was the reason why the plant 
shut down, and then after we had shut down there 
was the panic of 1907, so that it would have been im- 
possible to have operated, except at a great loss, dur- 
ing that year. [427] 

Q. That shut-down was had with the approval of 
Mr. Barnette, Mr. Hill and Mr. Woods, wasn’t it? 

A. I could not say as to that. Mr. Armstrong was 
the manager. 

Q. Mr. Armstrong was in charge at that time? 

A. Yes, sir. 

Q. You do not know anything about the letters and 
telegraphic correspondence between them at that 
time ? A. No. 

Q. You do not know anything about the financial 
straits that the Gold Bar Lumber Company was in 
at that time by reason of certain pressing claims due 
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to the Scandinavian-American Bank ? 

A. No, sir, I could not say anything about that. 

Q. You do not know whether the Scandinavian- 
American Bank was pressing them for payment at 
that time or not, on their indebtedness ? 

A. I never heard of it. 

Q. Do you know whether or not the stock of the 
Gold Bar Lumber Company held by Hill, Wood and 
Barnette was involved in litigation at that time? 

A. I did hear— 

Mr. McGINN.—That is admitted. 

Mr. RIDER.—To what extent do you make your 
admission, Mr. McGinn? 

Mr. McGINN.—In regard to the Causten matter, 
that is all recited in the agreement. 

Mr. RIDER.—That did not occur until March, 
that agreement, and I do not know myself when the 
stuff did become tied up. I do not know whether 
it was tied up as late as [428] September or not. 

Mr. RIDER.—That is what I am asking him par- 
ticularly about. 

Mr. McGINN.—I know, Myr. Rider, that there was 
a suit between Causten and Barnette, but I do not 
know anything about the circumstances. 

Q. Do you know whether the stock was tied up by 
reason of that suit in the fall of 1908? A. No, sir. 

Q. Do you know whether the stock was tied up by 
reason of that suit prior to the shutting down or not? 

A. No. 

Q. You mean that you don’t know? 

A. I don’t know; I never heard at that time that 
it was. 
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Q. Now, Mr. Mackenzie, all the timber immedi- 
ately adjacent to the mill belonging to the Gold Bar 
Lumber Company has been cut, has it not? 

A. We have—well, now—we have twenty-five 
million feet. 

Q. How near the mill ? 

A. We have fourteen million feet nine miles from 
the mill where we were logging at the time we closed 
down on December 20th last year, and then we have 
eleven millions which is about a mile farther. The 
balance is about four and a half miles east of the 
mull. 

@. That is the closest timber you have? 

A. Yes, sir, but it is really closer to the mill than 
where we are logging at the present time. [429] 

@. But what I mean is in regard to the property 
immediately around the mill in the valley, that has 
all been cut? 

A. Oh, yes, that has all been cut. 

@. And the valley land has been sold, has it not? 

AS. Ves si. 

Q. Do you know when it was sold? 

A. It has been sold—been selling more or less ever 
since the company bought it. 

Q. That is the land between the mill and the moun- 
tain? A. Yes, sir. 

Q. Now, you have to haul the timber by rail from 
where it is cut, down to the mill? A. Yes. 

Q. How far do you have to haul it? 

A. About nine miles. 

Q. And that is over that mountain? 
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A. Yes, sir. 

Q. How many switch-backs are there on that 
mountain to get to where you are cutting? 

A. Eleven. 

Q. There are eleven switch-backs ? Ae Ys, 

Q. The cost, then, of the production is increasing 
by reason of the distance of the lumber from the mill 
and the difficulty in getting at it? 

A. Slightly. 

Q. Over what it was in 1907 and 1906, is it not? 

A. Slightly, I should not say very much. 

Q. The farther back on the mountain you go the 
more it costs you to produce the lumber, doesn’t it, 
because of the [4380] distance you have to haul it 
and the difficulty ? 

A. That doesn’t make very much difference in the 
cost. 

Q. It does not? 

A. When the logs are once loaded on the car it is 
immaterial whether you haul them nine miles or five 
miles, it costs a little more but not as much as a per- 
son would think, in proportion. 

Q. The land back on that mountain is all rocky, 
rough land, is it not? A> Yes, sir 

Q. And when cleared off it will be worthless? 

A. It might be worth something for grazing, but 
not very much. 

Q. How much would it be worth an acre? 

A. On an average? 

Q. Yes. 

A. It could not be worth over three dollars. 
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@. Is there any of the Jand now owned by the Gold 
Bar Lumber Company which, when logged off, will 
be suitable for agricultural purposes? 

A. There are places here and there. 

Q. Just little spots? A. Just benches. 

Q. Just little benches? A. Little benches. 

Q. Any considerable quantity ? A. No. 

Q. Mr. Mackenzie, you remember of my being out 
there at the mill last fall with the photographer, 
don’t you? A. Yes. [431] 

@. I wish you would examine these plates num- 
bers 1 and 2, which have heretofore been offered in 
evidence, and tell me if that represents the view of 
the Gold Bar Lumber Company’s property from. 
your mill and between your mill and the mountain 
and on the mountain. 

A. We do not own any of that now. 

Q. Does it show any that is owned by the Gold Bar 
Lumber Company ? A. Yes. 

®. Back on the mountain? 

A. Up there (showing). 

Q. This low land in the valley between the bot- 
tom of the picture and the mountain, the logged-off 
land was formerly owned by the Gold Bar Lumber 
Company, wasn’t it? A. Yes. 

. It has been sold? Aw Mes: 

. And when was it sold? 

. Some of it was sold as far back as 1903. 

. And when was the last of it sold? 

1912. 

. How much of it had been sold prior to March, 
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1908 ? A. Very little. 

Q. Can you give me an estimate in acres—that is 
the time when the Fairbanks Banking Company ac- 
quired it, March, 1908? 

A. I should say—do you mean what would be 
shown in this picture? 

Q. Yes, in these two pictures. 

A. One hundred and fifty acres. [482] 

Q. And then when was the remainder of it sold; 
between what dates? 

A. Between 1908 and up to March, 1913. 

Q. What portion of it was sold prior to January, 
1911, or if you can remember the time it was sold 
approximately. I would like to have it that way. 

A. I don’t know that I could recall that. 

Q. Now, will you examine plates Nos. 4 and 5, 
which are a closer view of the same background 
shown in plates Nos. 1 and 2 and state whether they 
show the property of the Gold Bar Lumber Com- 
pany. 

A. Yes. That was the property of the Gold Bar 
Lumber Company—nothing that they own now. 

Q. There is nothing immediately in the fore- 
ground that they own now, but it shows something 
back on the mountain in the rear, that is owned by 
them now? 

A. No; I think it is all over the hill—you can’t see 
that. 

Q. Does that show the general character of the 
land that is now owned by the Gold Bar Lumber 
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Company after it has been logged off? 

A. Yes, sir. ’ 

Q. Whereabouts is the property that you bought 
from Weyerhauser which you referred to, that is, 
about how far and in what direction from the mill— 
I will take that as a starting point? 

A. Itis a half a mile north of the mill. 

Q. And looking from the mill toward the moun- 
tain, in which direction are you looking? 

A. Almost due north. 

Q. Then this Weyerhauser property is no longer 
owned by the [4383] company? A. No, sir. 

(). It has been sold? A. Yes. 

Q. And logged off? A. Yes. 

(). What was the character of the timber on the 
Weyerhauser property ? 

A. It was good, sound timber. 

Q. Was it in the valley? A. Yes. 

Q. It was valley stuff? A. Yes, sir, part of it. 

@. Is that valley timber larger and of better qual- 
ity than the timber up on the mountain ? 

A. It is larger, but not so sound. I should say it 
would run a little more to clears than the mountain 
timber. 

Q. Do you mean that it would cost more to clear 
the land? 

A. No, I mean that it would run a little more to 
the upper grades of timber. 

Q. It would be a little better class of timber than 
the timber up on the mountain, you mean? 

A. Yes. I want to say, Mr. Rider, that there were 
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two tracts bought from Weyerhauser. One was 
eighty acres on the flat; the other was a quarter sec- 
tion adjoining where we are logging now—in fact, a 
part of what we are logging now. 

Q. Did you pay the same price for both of them ? 

De NOES ve 

Q. Now, the value of the townsite property car- 
ried on these statements has been—the book value of 
it has been increased [484] a couple of times, has 
it not? A. Yes, sir. 

@. Do you remember what it was carried at in 
October, 1907? 

A. No, I do not. The statement says that the real 
estate was $18,400. 

@. That means the townsite property ? 

A. Yes, sir. 

(. That valuation was after the increase had been 
made? 

A. Yes, sir. May I state the reasons for that in- 
crease? The company built ten houses in the town 
at a cost of, I should say, roughly speaking, $600 
apiece, and three houses at about $300 apiece. That 
was the reason for the increase. 

Q. When was the next increase made in that prop- 


erty? A. I don’t think there was any. 
(). Was there not two increases made in that prop- 
erty ? 


A. I don’t remember. JI sce it was increased again 
in 1909. 

@. Increased how much at that time? 

A. $5,000. 
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Q. Then that makes a total increase of $18,000? 

A. No, a total increase of $10,000 since 1906. 

Q. What was the amount of the first increase? 

A. In 1906 the real estate is listed at $13,744, and 
in 1907 at $18,400 a difference of $4,800, and in 1909 
$23,550, that was an increase of $10,000 in the two 
years. 

Q. Do you remember how many acres there were 
that were purchased from Weyerhauser ? Ay NG: 

Q. 320, were there not? 

A. No, I would not think there was; I think it was 
about [485] 240. I should judge it was a quarter 
of a section and two 40s. I do know that the 
tract in the valley was 80.95 acres. J know that to 
be a fact—the piece on the hill, I think, was a quarter 
of a section. 

@. My memorandum shows 320.95 acres. 

A. I do not know why that should be, because in 
section number 29, that is the piece on the hill, origi- 
nally the company owned half of it and they bought 
160 acres more which gives them three-quarters of a 
section, and the Port Blakely Mill Company still 
owns the other quarter, and on the flat there was 
80.95 acres. Still I am not positive about that, but 
that is my impression. J should not be surprised 
though but that the 320 acres is right, because 240 
acres would hardly cruise 20,000,000 feet. 

Q. I think that is right. 

A. There was 5,000,000 on the flat, which would 
leave 15,000,000 on the hill, and it would take pretty 
near half a section to cruise that much. 
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Q. And that was purchased for $45,000. 

A. Yes, sir. 

Q. Was the timber on that heavier, that is, did it 
cruise more feet per forty or per acre, from your es- 
timate than the timber up on the mountain? 

A. The eighty acres would on the flat. 

Q. Well, how about the other? 

A. The other would not. It was just the same 
class of land that we are logging now. 

Q. What was the condition of the limber market 
in the fall of 1907 and the first part of 1908? 

A. Very poor. [486] 

Q. When that increased valuation of timber lands 
was made it was credited to the surplus account, 
wasn’t it? A. Yes. 

Q@. And that partly accounts for the increase in the 
surplus account? A. Yes. 

Q. Then there was also $100,000 in cash, paid in 
by the stockholders, was there not? 

A. I don’t know anything about that. 

Q. You don’t know anything about that being 
made at any time? 

A. No, sir, I never heard of it. 

Q. December, 1906, do you know about the stock- 
holders paying in $100,000 in cash? 

A. I never heard of it. Mr. Johanson was mana- 
ger at that time and Mr. Armstrong was assistant. 

Q. You do not know anything about it being car- 
ried to the surplus account then? 

A. No, I do not. My duties were all outside at 
that time. 
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Q. There have been no other purchases of timber 
except this Weyerhauser tract, have there? 

A. No. 

Q. And nothing else to increase the value of the 
property except such increase as would naturally 
follow from manufactured lumber over the raw 
timber. 

A. The increase in the output; the increase in the 
machinery. You see in 1906 when: they bought the 
plant the mill was cutting about 40,000 a day, and 
now it cuts about from 100,000 to 110,000. 

Q. And in order to increase that equipment you 
took the [487] former profits of the mill and put 
it back into equipment. By NCES, 

Q. Now, when the timber is cut that mill property 
will be practically worthless, will it not? 

A. It would be, without any more timber. 

Q. When the timber that the Gold Bar Lumber 
Company now owns out there is cut, that property 
will be practically exhausted? 

A. Unless they arrange to purchase more timber. 

Q. They must purchase more timber in order to 
have the mill property and equipment up there of 
any value? A. Yes, sir. 

Q. And in order to keep that mill going with the 
equipment that it has, how much timber should the 
company own? A. To keep it going right along? 

Q. Well, to keep it running, we will say to run ita 
year, how much timber should it own in order to 
keep that mill going with the equipment that it has, 
for a year? A. Well, we cut 18,000,000 a year. 
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Q. That is your ontput? <A. Yes. 

Q. And the timber now costs vou how much, did 
you say? A. That is to buy? 

Q. Yes. A. It can be bought from $2.50 up. 

Q. Well, timber adjacent to this mill? 

A. $2.50. 

Q. And in such a neighborhood that it can be used 
at this mill? [488] 

A. Well, I know of one tract in particular which 
ean be bought for $2.50 immediately adjacent to 
what we now own. 

Q. How many feet of timber do you think that the 
Gold Bar Lumber Company now has out there? 

A. About 70,000,000. 

Q. And what do vou figure necessary for the up- 
keep of that mill annually, when it is in operation? 

A. The expenses of keeping it up? 

Q@. Well, to keep it equipped as it is now and in 
repair? 

A. I do not know that I could arrive at that. 

Q. You could not arrive at it? 

A. No. That all depends on how much machinery 
we break up, and so forth. 

Q. It is problematical? 

A. Yes, sir, it would be—it would be impossible 
EG IEITVe AU it, 

Redirect Kxamination. 

Q. (Mr. MeGINN.) Mr. Mackenzie, in the state- 
ment of October 1, 1907, the timber was carried at 
the valuation of a dollar and a half per thousand 
feet? A. Yes. 
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Q. Was that, in your opinion, a fair and reason- 
able estimate of the value of the timber? A. No. 

Q. How much do you think the timber was worth 
at that time, per thousand feet? 

A. I should say it would be worth from $2.00 to 
$2.25, 

Q. And the price per thousand feet was raised by 
the Gold Bar Lumber Company about that time, 
wasn’t it? [489] A. Yes. 

Q. Now, you say there is about 70,000,000 feet of 
timber on the property at the present time. 

A. From actual cruise there is about 70,000,000. 

Q. But that would run, as a matter of fact, about 
121, per cent greater? 

A. Yes, sir, it should run about 80,000.000. 

Q. Can you tell at this time what the amount of 
timber was in April, 1910? 

A. Judging from these statements, October 1, 
1909, shows 135,000,000, and October 1, 1910, shows 
115,000,000. I should say that there would be 
125,000,000 in April, 19190. 

Q. Now, you say the mill depreciates about 10 per 
cent per annum? A, WES, SIE. 

Q. And after the timber is all cut off that prop- 
erty, provided that the Gold Bar Lumber Company 
did not purchase any more adjacent or near to it, 
the mill and the other property there could be sold 
for something, could it not? 

A. The machinery and site, yes, could be sold. 
The buildings of course, would be no good. 

Q. The mill itself? 
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A. The mill itself—the machinery and site. 

Q. Do you think it could be sold for 50 per cent 
of its present worth ? An VY Cs eur 

Q. On cross-examination you made the statement 
that the valuation placed upon the timber of $204,- 
956.05, plus [440] 1214 per cent, would be a fair 
estimate of the value of the timber lands at that 
time; did you mean that? 

A. No, I did not. I don’t believe I stated that. 
What I did say was that 1214 per cent could be added 
to the amount shown on that statement on account 
of the difference between the actual cut and the 
cruise. 

Q. Then on the top of that fifty cents per thou- 
sand fect, so as to arrive at a fair and just and rea- 
sonable valuation— 

A. Yes, sir, at a fair valuation. 

Q. Now, I asked you in regard to that statement 
of October 1, 1908, and of the values that were set 
forth there—the same values, approximately, ex- 
isted in March of that same year, didn’t they? 

A. Yes; that is the vear that the mill did not oper- 
ate. 

(Deposition of witness closed.) 

[Endorsed]: Received. Clerk of the Court Office 
Apr, 20, 1914, Fairbanks, Alaska. I*iled in the Dis- 
trict Court, Territory of Alaska, 4th Div. Apr. 29, 
1914. Angus McBride, Clerk. By P. R. Wagner, 
Deputy. [441] 

By Mr. McGINN.—I now desire to read the depo- 
sition of M. W. Peterson. (Reads same.) [442] 


B22 John A. Jesson et al. 


[Deposition of M. W. Peterson, for Defendants. | 

M. W. PETERSON, produced as a witness in be- 
half of defendants, being first duly cautioned and 
sworn, testifies as follows: 

. (Mr. McGINN.) State your name. 

. Marshal W. Peterson. 

. Where do you reside? 

. Seattle, Washington. 

How long have vou resided there? 

. Sixteen years. 

And what is your occupation ? 

. Cashier of the Dexter-Horton National Bank. 
. Of Seattle, Washington? 

. Of Seattle, Washington. 

. How long have you been cashier of that bank? 
. Ido not reeall; as nearly as I can remember IL 
was in the bank two years before they officially made 
me cashier, though I had been filling that position 
from the time I arrived in Seattle. 

Q. I will ask you to state whether or not you were 
the cashier of that bank in the month of March, 
1908? A. I was. 

Q. Are you acquainted with an institution known 
as the Fairbanks Banking Company? A. Yes, 

Q. Of Fairbanks, Alaska? A. Yes. 

Q. I will ask you to state whether or not you re- 
ceived any communication from them in March, 
1908, relative to the value of the stock of the Gold 
Bar Lumber Company of Gold Bar, State of Wash- 
ington? [443] A. Yes, 

(). What kind of a communication was that which 
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you received at that time? 

A. It was a telegram received from the bank. 

Q. Did you reply to that telegram ? A. Yes, 

®. That is, the Dexter-Horton National Bank re- 
plied to it? A. Yes, sir. 

Q. I will show you a letter which is a copy of the 
original, and which is dated March 18, 1908, ad- 
dressed to the Fairbanks Banking Company of Fair- 
banks, Alaska, and which is unsigned, and I will ask 
you to state whether or not that is a copy of a letter 
which was forwarded by the Dexter-Horton National 
Bank to the Fairbanks Banking Company of Fair- 
banks, Alaska (showing document to witness), 

A. Yes, sit, this is the letter we sent them. 

Q. And this letter purports to contain a copy of a 
telegram which was received by you from the Fair- 
banks Banking Company ? A. Yes, sir. 

Q. And this telegram reads: ‘‘Please advise by 
telegraph at the earliest possibility last reliable re- 
port of valuation Gold Bar property. What is opin- 
ion of vourselves regarding the property. Wood 
will explain what we mean by Gold Bar property.”’ 

Mr, RIDER.—Is that regarding the property or 
regarding the report? 

Mr. McGINN.—Regarding the property. 

Mr. RIDER.—‘What is opinion of yourselves 
regarding property’? [444] 

Mr. McGINN.—' Regarding property.”’ 

Mr. RIDER.—My copy says ‘‘report.”’ 

Q. (Mr. McGINN.) In pursuance of the request 
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contained in that telegram, what did you do, Mr. 
Peterson? 

A. We got a report from the commercial agencies, 
from Dun’s commercial agency and Bradstreet’s, we 
got a report and then called upon several of the tim- 
ber men and large sawmill owners in Seattle asking 
for their personal opinion in regard to it. There 
Was no one in our bank had ever seen the property, 
other than to see it from a car window as we went 
by the property. And then we secured a report 
from Wood, and turned that over to our credit de- 
partment to analyze the report and endeavor to sub- 
stantiate the figures; and we arrived at the valua- 
tion that we set forth in that letter. 

Q. This report was furnished you by Mr. Arm- 
strong who was the then manager? 

A. By Mr. Armstrong, the manager. 

@. And you say you made independent inquiries 
of timbermen and sawmill men who were acquainted 
with the property ? A econ 

Q. Do you know what particular persons you 
made inquiries of at that time? 

A. I recall two or three. Charles KE. Patton— 

Q. Who is Charles IE. Patton? 

A. The president of the Atlas Lumber Company, 
one of our leading citizens in Seattle. 

Q. He is a timber man of some experience? 

A. Yes, sir, of many years’ experience. 

@. And was he acquainted with this particular 
property? [445] 

A. Yes, sir. At one time he had endeavored to 
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buy the property, hoping to get a location on the 
Great Northern Railway, as his present mill is on 
the Northern Pacific Railway, and that would bring 
him into a different territory there, and he was quite 
familiar with it. And C. A. Bean of the Canyon 
Lumber Company of Everett. 

@. And is he also a lumber man of experience? 

A. Yes, sir, he has the biggest mill on Puget 
Sound. 

Q. And was he acquainted also with this prop- 
erty ¢ 

A. Yes, sir, he knew the property. And D. W. 
Bass. 

Q. Is he a timber man also? 

A. No, he is a lawyer and he is now manager of 
the Frye Hotel—he married into the Frye family— 
but he had been into that country and had cruised 
this land and he had more personal knowledge of the 
property than any one else we talked with. 

Q. Did he and Patton operate together? 

A. They were very close friends, and I think they 
had mutual interests. 

Q. Were they not negotiating about that time, or 
prior to the time that Captain Barnette purchased 
the property, were they not looking after it? 

A. It is my impression that they endeavored to 
buy it from Captam Barnette, or just about the time 
that Barnette got into it. As I say, they were want- 
ing to get a mill on the Great Northern Railway. 

Q. Now, from the investigation which you made 
at that time what, in your opinion, was the reason- 
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able fair market value of the Gold Bar property? 

(Counsel for plaintiff objects as irrelevant, [446] 
immaterial and incompetent.) 

A. Well, the sale of a piece of property is just a 
bargain. It is worth all you can get for it. But 
these men that we talked with at that time, they 
knew the circumstances under which we were hold- 
ing the property and that all we cared for and all we 
expected for it was $400,000, for although they were 
trying to buy it themselves, they said they were 
looking for a bargain. Every one of them referred 
to it as being a magnificent property. 

Mr. RIDER.—I move to strike out the answer of 
the witness for the reason that the same is incompe- 
tent and based upon no proper basis of value and 
not the proper method of determining the value of 
property, and purely speculative, and is merely in- 
formation that is based upon pure speculation. 

Q. (Mr. McGINN.) In the letter and telegram 
which you sent to the Fairbanks Banking Company 
in response to their telegram you state that you be- 
lieve it could be sold for more than $425,000. 

A. Yes. 

Q. You considered that at that time a conservative 
estimate of the value of that property. 

(Counsel for plaintiff objects as irrelevant, imma- 
terial and incompetent in its form.) 

AS Ves, 

Q. Who owns the Gold Bar Lumber Company at 
the present time? 

A. The Dexter-Horton National Bank owns four- 
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fifths of the capital stock and Carl M. Johanson 
owns one-fifth of the capital stock. 

Q. Are you acquainted with the value of timber 
in the [447] immediate vicinity of the Gold Bar 
Lumber Company’s property, as to what it is being 
held for? 

A. It is being held for $3.50 per thousand and it 
is very hard to buy any at that price. The only basis 
on which a trade can be made is that we must pur- 
chase some timber elsewhere adjoining on the Stim- 
son tracts in some other part of the county. They 
do not want to decrease their present holdings of 
timber. They are willing to sell if we replace it 
somewhere else—if we replace it with timber adja- 
cent to some other parts of their timber, but they 
are only willing to trade on the basis of $3.50 per 
thousand, that is they were about three years ago. 

Q. Do you know what they were holding timber 
for about March, 1908? 

A. I think that matter came up, but I cannot recall 
it now, I could not say under oath. 

Q. Do you know what they were holding it for, say 
in April, 1910, in the immediate vicinity of Gold 
Bar? 

(Counsel for plaintiff objects as irrelevant, imma- 
terial and incompetent. ) 

A. Their price right along has been $3.50, but how 
far back it was when we first got that price, I could 
not say. 

Q. What would you place the value of the timber 
per thousand upon the property at the present time 
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—on the Gold Bar Lumber Company’s property ? 

(Counsel for plaintiff objects as irrelevant, imma- 
terial and incompetent. ) 

A. In selling that property I simply got back a 
claim that the bank has— [448] 

Mr. RIDER.—I object to that and move to strike 
it out as not responsive to the question. 

Q. (Mr. McGINN.) I am asking you at what you 
place the value of the timber per thousand upon the 
Gold Bar Lumber Company’s property at the pres- 
ent time? 

A. We have not placed any fixed value on it. 

Q. What would you regard as a fair valuation per 
thousand feet for the timber upon the property ? 

(Counsel for plaintiff objects as irrelevant, imma- 
terial and incompetent.) 

A. We put a value on the whole property, and not 
on the timber alone. 

@. What valuation did you put on the entire prop- 
erty? 

(Counsel for plaintiff objects as irrelevant, imma- 
terial and incompetent. ) 

. $300,000. 

. $300,000? A. Yes, sir. 

. That is, at the present time? 

. At the present time, yes, sir. 

. Had it a greater value in 1908? 

. Yes, sir; there has been a great deal of timber 
eut off the land since then. 

Q. Had it a greater value in 1910, say in April, 
1910? A. Yes. 
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Q. Now, you say that you placed that value on it; 
do you mean by that that you would not sell it for 
less than that? 

(Counsel for plaintiff objects as irrelevant, imma- 
terial and incompetent.) 

A. It is the duty of the bank to get its loans back, 
and we [449] won’t carry that property as a 
speculation for the bank. We have, as you know, 
certain duties, and it is our duty to clean up our 
debts just as fast as we can, and we would sell that 
property for much less than what it is worth in order 
to get our money out of it. We do not want to go 
into the sawmill business and run a manufacturing 
plant up there, which we would have to do if we keep 
It. 

Q. If vou were to keep it don’t you regard that 
it would be of greater value than $300,000 for manu- 
facturing ? 

(Counsel for plaintiff objects as irrelevant, imma- 
terial and incompetent. ) 

A. In the hands of a mill man it is very valuable 
property, but in the hands of a bank it 1s not so valu- 
able, for the reason that people know that we are 
holding it against our will, and it is a pretty hard 
proposition for us to trade it off, but if we continue 
in the manufacturing business we could probably 
make it pay us away beyond the amount of our claim. 

Q. Are you acquainted with Carl M. Johanson ? 

NoYes, Sir. 

Q. Are you acquainted with his signature (show- 
ing document to witness) ? 
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A. I should say that was his signature. 

Q. I will ask you to state whether or not that com- 
munication was received by the Dexter-Horton Na- 
tional Bank from Carl M. Johanson ? 

A. I could not say whether we ever got that letter 
or not. Itis addressed to Mr. Parsons. It undoubt- 
edly was received by us, but I cannot say that I ever 
saw it before. [450] I think the original of these 
letters are up in Valdez. They were subpoenaed 
when Mr. Rathbun was up there as a witness and I 
think they were introduced, and some of them have 
the filing marks on them. 

Mr. McGINN.—I will ask to introduce this in evi- 
dence, and ask that it be copied into the record at this 
place. 

Mr. RIDER.—To which offer the plaintiff objects 
as irrelevant, immateria] and incompetent. 

(The above document is received in evidence, 
marked Defendants’ Exhibit ‘‘No. 6,’’ attached 
hereto and returned herewith, and the same is read 
into the record as follows:) 

(On letterhead Gold Bar Lumber Co.) 

‘Seattle, Washington, Oct. 18, 1913. 
Mr. W. H. Parsons, 
Seattle, Wash. 
Dear Sir :— 

Enclosed find the general report of operation at 
the mill for September. While the profits show 
small, I think it is fairly good considering the pres- 
ent condition of the lumber market. The extension 
of our logging railroad has cost us considerable 
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money the last two months, but it had to be done 
before the bad weather set in, in ordey to get the best 
results for the least money, but from now on, we will 
not have this drain on us and will be able to reduce 
our bank obligation still further—the present month, 
the 30th of September was our yearly date for clos- 
ing books for the preceding vear, and we charged off 
the bad accounts and depreciated some of the items 
in order to be within a reasonable figure of their 
actual worth. The depreciation was something like 
#40,000 and I enclose a statement of resources and 
habilities after the depreciation has been made. The 
only item showing an undervaluation is the timber, 
which on the old cruise shows a little over 72 millions, 
but as our old cruise has overrun about 15% we un- 
doubtedly have about 80 to 85 million feet of stand- 
ing timber left. 

Yours very truly, 
CARL M. JOHANSON.” 

Q. (Mr. McGINN.) Here is a statement of the 
resources and liabilities of the Gold Bar Lumber 
Company, dated [451] September 30, 1913, which 
shows net resources September 30, 1913, $344,941.92; 
I will ask vou to state whether or not, in vour opin- 
ion, that was about correct? 

(Counsel for plaintiff objects as irrelevant, imma- 
terial and incompetent. ) 

A. I can only say that we are led to believe that 
that was a fair valuation for that property. We will 
know more about it when we have had it thoroughly 
surveyed and gone over by our own men. 
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Q. Mr. Johanson was in charge of the property 
at that time. 

A. Yes, and we have every confidence in his judg- 
ment in the matter. 

@. And he is a man of some experience in the tim- 
ber business ? A, SSS. 

Q. And is conservative in his estimates? 

A. We find the mill is a very much better piece of 
property than we had any idea of. We thought it 
was one of those mills which would saw a piece of 
timber one inch thick at one end and two inches thick 
at the other; that the machinery was all out of line, 
but Mr. Smith and Mr. Kerry have been up there and 
gone through the mill and they found the mill is 
really the best part of the property. 

Q. (Mr. RIDER.) Are you testifying about a 
matter which you have personal knowledge of or 
what My. Kerry and Mr. Smith reported to you? 

A. They reported it to our board of directors. 

Mr. RIDER.—I move to strike out the answer for 
the reason that it is incompetent, and based upon 
hearsay evidence entirely. 

Q. (Mr. McGINN.) I show you what purports to 
be a statement [452] of the Gold Bar Lumber 
Company, showing the net resources on October 1, 
1909, and I will ask you to state whether that state- 
ment was received by you from the Gold Bar Lum- 
ber Company, and also one of October 1, 1910, and 
I will ask you to state whether those reports were 
received by you from the Gold Bar Lumber Com- 
pany. (Showing.) A. Yes, 
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Q. That is a copy of the originals which you re- 
ceived ? UNe  SOGE 

Mr. McGINN.—I offer these in evidence. 

Mr. RIDER.—Plaintiff objects to their reception 
in evidence for the reason that they are incompetent, 
irrelevant and immaterial. 

(Documents received, marked Defendants’ Ex- 
hibits ‘‘No. 7’’ and ‘‘No. 8,’ attached hereto and re- 
turned herewith.) 


Cross-examination. 

Q. (Mr. RIDER.) Mr. Peterson, the letter to 
which your attention was called from your bank, in 
answer to the telegram to which your attention was 
called, is dated March 18, 1908, is it not (showing) ? 

A. Yes. | 

Mr. RIDER.—Did you offer that in evidence, Mr. 
McGinn? 

Mr. McGINN.—I will do so now. 

(Copy of a letter and telegram above referred to 
is received in evidence, marked Defendants’ Exhibit 
‘‘No. 5,’’ attached hereto and returned herewith.) 

Q. (Mr. RIDER.) How long, in the ordinary 
course of mail, would it take a letter mailed from 
here in March, 1908, [453] to reach Fairbanks, 
Alaska? 

A. J have not any idea. I don’t know. 

Q. Your bank carried on considerable communi- 
cations by mail with the Fairbanks Banking Com- 
pany at that time, didn’t it? 

A. Yes, but there is no schedule of mails ever per- 
fected where you could depend on getting a letter in 
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there in ten or twenty days or two months. 

Q. It never takes shorter than two weeks, does it? 

A. Hardly, to Fairbanks. 

Q. Your bank also replied to the Fairbanks Bank- 
ing Company by telegram, didn’t you? 

A. Yes, sir. 

Q. What is the date of that telegram ? 

A. There is no date. It says, ‘‘We have therefore 
telegraphed to you as follows’’— 

@. Never mind reading it—what was the date of 
me A. There is no date on it. 

Q. The only information you have is from the tele- 
gram copied in your letter. 

A. We have other copies in the bank. 

Q. I mean, your present information ? 

A. Yes, right here. 

@. Did you write that letter which has been identi- 
fied as exhibit No. 5? 

A. I am not positive whether Mr. Spangler or I 
dictated the letter. I evidently signed it. I see my 
stamp is on there. 

Q. And the telegram referred to In your letter was 
that prepared by you or with your knowledge? 

A. Yes, sir; it was with my knowledge and con- 
sent, but whether [454] I actually held the pencil 
and wrote the telegram, J cannot say. 

Q. That telegram was sent on the same day the 
letter was prepared? 

A. I presume so, I could not say without I first 
saw the copy. 

Q. You would not be able to identify the date from 
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the copy of the telegram which I hand you (showing) 
—the telegram was sent in cipher, was it not? 

ke lernadla, 10 layne 

Q. Can you identify that paper which I now hand 
you as the telegram with the translation at the bot- 
tom (showing) ? 

A. Yes, that would be the telegram. 

Q. Now, that copy which I hand you bears date of 
March 18th ? anes 

Q. Does that help you to remember the date? 

A. No,no. That is farther back than my memory 
goes. 

Q. Now, you say that as a part of your basis for 
that report embodied in this telegram and the letter, 
was the report made to you by Mr. Wood? 

A. Mr. Wood. 

®. Yes, didn’t you? A. No. 

Q. Didn’t you say you secured a report from Mr. 
Wood in addition to reports from Dun’s and Brad- 
street’s and parties who were engaged in the lumber 
business ? 

A. That is the report which Mr. Armstrong—the 
company’s report—I think it was brought in by Mr. 
Wood and Mr. Armstrong together. 

Q. It was the Armstrong report, then, which you 
referred to. [455] 

A. Yes; it is referred to as the Wood report. 

Q. Did you know a broker here, or who was en- 
gaged here at that time, by the name of O. W. 
Brown? 

A. There was such a firm as that in Seattle. 
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Q. Did you communicate with him? 

A. We sent our credit manager— 

Q. Who was that? A. Mr. J. W. Spangler. 

Q. Did you send him to Mr. O. W. Brown at the 
suggestion of Mr. Wood? 

A. I think Mr. Wood gave us the names of two 
or three persons who were more or less familiar 
with the property and thought it might aid us in 
making our investigation. 

Q. Do you remember whether Mr. Brown was one 
of those persons or not? 

A. I thought I had that name on a slip of paper— 
wasn’t that O. W. Brown and some other person? 

Q. You got in touch with O. W. Brown, then, 
through Mr. Wood? 

A. I don’t know where we got the name from, 
but I have a firm of that name on a slip of paper. 

. And you sent your credit man to communicate 
with Mr. Brown before you sent that telegram and 
letter. 

A. I can’t swear as to that; it was about the same 
time we looked into it. 

@. You did not make any investigation after you 
sent the telegram and letter, did you? 

A. We continued our investigations for a number 
of months, as the stock of that company was in and 
out of our bank as collateral, and naturally we 
wanted, for our own benefit, to find out about what 
it was worth. [456] 

Q. Do you remember whether or not Mr. Brown 
was referred to you by Mr. Wood for your exclusive 
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information in reference to this matter? 

A. I cannot say. 

Q. In your letter and telegram of March 18 you 
state that in your opinion the property is worth 
$375,000 for a firm basis of credit, didn’t you? 

an eS, 

Q. Now, do you remember the receipt by your 
bank in the month of August, 1908, of a telegram 
from the Fairbanks Banking Company asking you 
to extend credit upon this Gold Bar stock? 

A. I do not recall the incident. 

Q. I hand you what purports to be a copy of a 
telegram dated August 27, 1908, addressed to the 
Dexter-Horton National Bank and signed by the 
Fairbanks Banking Company, and I will ask you 
if you can identify it as a telegram received by your 
bank. (Showing document to witness.) 

Mr. McGINN.—To which we object as irrelevant, 
immaterial and incompetent and as having nothing 
to do with the issues of this case and not cross-exam- 
ination. A. Yes, we got that telegram. 

Mr. RIDER.—I would like to have that marked 
for identification as ‘‘exhibit A’”’ to the deposition 
of M. W. Peterson. 

(Document marked as above and returned to coun- 
sel for plaintiff.) 

Q. In answer to that telegram of August 27, did 
you not, as the cashier of the Dexter-Horton Na- 
tional Bank, reply by letter dated August 31. 

Mr. McGINN.—We will admit that there was a 
letter sent, but we object to it on the grounds already 
stated [457] 
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Mr. RIDER.—I show you the letter (showing). 

A. Yes, sir, that is my letter. 

Mr. RIDER.—I will ask you to have this letter 
marked ‘‘Identification B to the deposition of W. M. 
Peterson.”’ 

(Document marked as above and returned to coun- 
sel for plaintiff.) 

Q. Now, I hand you what purports to be a copy 
of a letter signed by you as cashier, and addressed 
to the Fairbanks Banking Company, dated Septem- 
ber 4, 1908, and I will ask you whether you can 
identify it as the copy of a letter which you wrote 
to the Fairbanks Banking Company on that day 
(showing). 

Counsel for defendants interposes the same ob- 
jection. ) 

A. Yes, sir. 

Q. That is your letter, is 1t? A. Yes, sir. 

Mr. RIDER.—I will ask to have that marked for 
identification as ‘‘exhibit ‘C’ to the deposition of 
M. W. Peterson.”’ 

(Document marked as above and returned to 
counsel for plaintiff.) 

Mr. RIDER.—The plaintiff now offers in evidence 
the letters marked for identification as exhibits 
oh “Band “CGC” to the depesitiow of Meni 
Peterson, stating that in such cases as he can he will 
supply the originals at the trial. 

Mr. McGINN.—To which we object on the ground 
that the same are irrelevant, immaterial, incompe- 
tent and not pertinent to any of the issues in the 
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case and not proper cross-examination. 

Q. (Mr. RIDER.) Now, Mr. Peterson, in this 
telegram of August 27, which has been marked for 
identification as exhibit ‘‘A’’ the bank asked you 
what amount of credit you could extend for the win- 
ter on Gold Bar, and in your letter of August [458] 
Ol you refer to a telegram from you dated Septem- 
ber 5 stating that you will advise later concerning 
Gold Bar, which telegram is copied in identification 
B; you can identify that telegram, can you, from 
the copy contained in your letter—it is right at the 
top of the letter (showing). 

Mr. McGINN.—It is understood that our objection 
runs to all this testimony. 

Mr. RIDER.—Yes. 

The WITNESS.—Yes, that is the telegram at the 
top of the letter. 

@. Now, in the letter of August 31, you state, in 
reference to their telegram asking that Gold Bar be 
taken as collateral, ‘that My. Spangler in charge of 
our credit department will go to Gold Bar some time 
this week and make a thorough examination of the 
mill property and endeavor to ascertain the exact 
condition of the company. We cannot tell whether 
we wish to take the stock of the company or not. 
At the present time the lumber industry is at a 
standstill; practically no business being transacted.’’ 
Why, was it necessary, Mr. Peterson, to have Mr. 
Spangler make this investigation at this time when 
you had made such a thorough investigation in the 
March preceding ? 
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A. In every large loan that we make where we are 
hable to fall heir to the security, we take every pre- 
caution, and in this case we had a credit department 
and a man in charge of it and we might as well use 
him, and I do not recall what his report was unless 
it appears later among these papers, I do not recall 
what his report was. 

Q. But you stated in March that it had a firm basis 
of [459] credit for $375,000? A. Yes, sir. 

Q. There had been nothing occurred to depreciate 
the credit of that stock, had there? 

A. They may have sold their timber land; they 
may have gone into debt. We wanted to put a man 
right on their books to see whether they still were 
the holders of these valuable timber lands. 

Q. Hadn’t you done that in March? 

A. Yes, but you could get rid of it all in two min- 
utes with a good lawyer to draw your deeds. 

Q. But the records would show that? 

A. Yes, but we did not have the records in our 
office. 

Q. You would have to go to their office to examine 
the records? 

A. We would have to go to their office and to look 
in their ledgers to find out what their own books 
showed. 

Q. And you did that for the purpose of advising 
yourself as to whether they still owned the property 
which they owned in March? A. Yes, sir. 

Q. And that was the purpose of Mr. Spangler’s in- 
vestigation ? A. Yes. 
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Q. If, asa result of your investigation, it had been 
found that they still owned the property, then you 
would have accepted Gold Bar as collateral for this 
loan? 

A. We had other collaterals at this time. 

Q. Well, would you have accepted Gold Bar? 

A. Not by itself, uo. We wanted some notes of 
merchants. 

Q. You did not accept it, then, did you? [460] 

A. No, I don’t recall that we did until a later date. 

Q. In your letter of September 4th, marked as 
exhibit ‘‘C,’’ you use this language: ‘‘In one of our 
previous telegrams you asked us what advances we 
would make against the stock of the Gold Bar Lum- 
ber Company. We have not yet finished our inves- 
tigation and have not fully determined what our 
course will be, but from present indications will 
be unable to accept the stock as security for ad- 
vances’’—but it still had that firm basis of credit 
for $375,000. 

A. Yes, but in October, 1907, «we had the panic 
in this country and stocks in all the sawmills were 
about the poorest collaterals a bank could take and 
particularly with the chances that the panic would 
be prolonged and it might cause disaster to many 
of these httle companies engaged in the sawmill 
business. 

Q. That was in October, 1907% Ay esas 

Q. And prior to the date of your report in Mareh, 
1908? A. Yes, sir. 

Q. And the operation and the effect of that panic 
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upon Gold Bar was just as apparent in March, 1908, 
as it was in September, 1908, was it not? 

A. Well, the first blow of a panic is the easiest 
thing to get over. After that you slowly bleed to 
death from a panic. We wanted to sit back and see 
how the general finances throughout the country 
were going to adjust themselves to the situation. 

Q. Had there been any change by September, 
1908? 

A. Well, the situation was much clearer at that 
time. [461] 

Q. And based upon the financial situation then, 
Gold Bar would be more acceptable in September 
than in March? A. Possibly. 

Q. As far as any effect caused by the panic was 
concerned ? A. Possibly. 

Q. Well, wouldn’t it? 

A. Yes, sir. Our deposits were rather steady, al- 
though they shrunk some, and in the face of the 
panic we did not care to make big loans, and we did 
not care to make a loan of any kind. 

Q. I am asking you now about the effect of the 
panic upon Gold Bar stock as a security; it would 
be more acceptable, Gold Bar stock would be more 
acceptable in September, 1908, than it would in 
March, 1908, so far as the influence of the panic of 
October, 1907, affected it. 

A. No, I would not say that it would be more ac- 
ceptable, because for instance we had a panic in 
1903, but in 1907 the conditions were worse than 
they were in 1903. 
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Q. Were they worse in September, 1908, than Hey 
were in March, 1908? 

A. The people were not making any new invest- 
ments at that time. 

Q. That is not what I asked you. My question is 
whether the conditions were any worse in Septem- 
ber, 1908, than they were in March, 1908? 

A. Well, I cannot recall what the interest rates 
in September, 1908, were. , 

Q. Now, knowing the effect of that panic of 1907, 
upon the stocks of the character of Gold Bar, why 
did you report to the bank that Gold Bar in March, 
1908, had a firm basis of [462] credit for $375,000 
when you would not accept it at all for credit in Sep- 
tember, 1908? 

A. Well, possibly there were outside conditions 
that would prevent us from making a loan of that 
size. A $250,000 loan is a big loan for any bank 
to make, especially for a bank that is a thousand 
miles away from us, in a country where communi- 
cations were very hard. 

Q. Were there such outside conditions—you say 
that possibly there were? 

A. Undoubtedly there were conditions like that. 
We did not like to make loans to banks in Alaska; 
such loans are not gilt-edge and we approach them 
with a great deal of hesitation, 

Q. You were just as careful in reporting to them 
in March on the valuation of this property as you 
would have been if you were at that time making a 
loan upon it, were you not? 
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A. Well, we used our best endeavors to make a 
correct report on the property. 

@. You did not intend the deceive them. 

A. We had no interest in it whatever. 

Q. I say you did not intend to deceive them? 

A. Certainly not; how could we gain anything by 
deceiving them. 

Q. And you reported it as having a firm basis of 
- credit for that amount at that time? A. Yes. 

@. And it lost that between that time and Sep- 
tember, didn’t it? 

A. Well, we did not want to make the loan for the 
bank, that [463] was all. 

Q. As a matter of fact, Mr. Peterson, your report 
of March, 1908, was based entirely upon the report 
of the condition of Gold Bar as shown by Mr. 
Armstrong’s itemized statement, together with a 
copy of the trial balances of that day, wasn’t it? 

A. No. Our report was gathered from informa- 
tion that we got from that report and the report 
from Dun’s and Bradstreet’s and from personal in- 
terviews with parties like Patton and Bean and I 
think two other persons whose names were given to 
us, I don’t know by whom now, O. W. Brown and 
some other person. 

Q. How far did O. W. Brown’s report influence 
you? A. I do not reeall. 

Q. It had considerable influence, did it? 

A. I do not recall—I do not recall what informa- 
tion we got from him. 

Q. Now, you say that you are now the owners of 
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four-fifths of that stock. You base that ownership 
upon the fact that your bank bid in the stock at the 
foreclosure proceedings recently had, don’t you? 

A. Yes. 

@. And an appeal has been taken from the deci- 
sion foreclosing your hen, has it not? ANG INTO Se 

Q. Well, notice has been served of one. 

A. They have the regular ninety days in which 
to perfect an appeal. 

Q. Well, notice has been served of an appeal. 

A. Well, not to my knowledge. [464] 

@. An it was served prior to the time your bank 
bought it? 

A. We know that they have the privilege of ap- 
pealing that case. 

Q. Don’t you know that that notice was served 
on your bank prior to the time that your bank 
bought it, at the time that the foreclosure sale was 
on? 

A. I can’t say; I did not ask the lawyers about 
that. 

Q. You bid in that stock for $100,000, didn’t you? 

(Counsel for defendants objects as irrelevant, im- 
material and incompetent.) 


or 


A. I think that was the price we paid. 

Q. Were there any other bidders besides your 
bank ? Lee NG, 

Q. Did that cover the entire indebtedness of the 
Washington-Alaska Bank to your bank, as_ estab- 
lished by the decree of foreclosure. 


(Counsel for defendants interposes the same ob- 
jection. ) 
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A. No. 

Q. This property you say is worth $300,000 at this 
time? 

A. Yes, we believe it to be worth about that. 

Q. Yet you only bid $100,000 on it when you had 
a claim being foreclosed and reduced to a judgment 
in a sum in excess of $100,000? A. Yes. 

Q. You feel, then, that you have received on that 
sale property worth $300,000. 

A. Yes, we believe that—that is an interest in the 
property worth that much. 

Q. Well, you have got a four-fifths interest in the 
property, [465] worth that much? 

A. Yes, worth $300,000. 

Q. And therefore you have received property 
more in value than the amount of your judgment? 

A. Yes. 

Q. Do you still assert a claim against the bank 
for the deficiency between your judgment and the 
$100,000 ? 

(Counsel for defendants objects as irrelevant, 1m- 
material and incompetent. ) 

A. Yes, sir, we do. 

Q. Do you know anything about an option to pur- 
chase this property being given last summer? 

A. No, sir. 

Q. You do not know anything about that? 

A. No. 

Q. Or that the option was refused—you do not 
know anything about that? AS No: 

Q. I would like to have you just state altogether, 
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Mr. Peterson, your reasons why this stock was not 
considered by you as good for security for an ad- 
vancement in September, 1908, if it had had a firm 
basis of credit for $375,000 on March 18, 1908. 

Mr. McGINN.—That is objected to on the ground 
that it assumes something which has not been testi- 
fied by the witness and that is that it did not have 
the same firm basis in September, 1908, as it had 
in March, 1908. 

Q. (Mr. RIDER.) Then I will ask you if it did 
have the same firm basis of credit in September, 
1908, that it had in March? [466] 

A. I believe it had. 

Q. Then, why did not you accept it as security? 

A. Because we had loaned them all that they were 
entitled to receive on other securities, and this was 
simply piling up another loan on what we had al- 
ready loaned them. 

Q. Did you give them that reason? 

A. I do not recall whether they did or not, but 
they should have known it. 

Q. And that is the reason you give it now ? 

A. We had loaned them all the money we thought 
we were entitled to loan any one person. 

Q. And that is the reason now for not making 
any advancement. 

A. I just told you what our reason was. 

Q. And that is the reason that you now give? 

Aw Yes. 

Mr. RIDER.—That is all. 
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Redirect Examination. 

Q. (Mr. McGINN.) Youalso stated that conditions 
were such at that time that you did not care to make 
the loan ? 

A. Yes. We were practically carrying all the 
gold-dust that they had purchased and at one time 
we had nearly a million dollars in transit to them 
against a million dollars of gold-dust coming out, 
and on the top of that they asked us for more money, 
and regardless of what the security was it is a ques- 
tion whether we would make them such a loan. 

Q. Although you thought that Gold Bar was a 
firm basis of credit for $375,000, yet under the con- 
ditions that existed at that time you did not feel 
that you wanted to make the [467] loan? 

A. Yes. I think that both of you gentlemen do 
not understand me—you misunderstand me. We 
did not say that we would loan them $375,000 in 
March, 1908. We told them as a basis of credit we 
would consider the collateral worth that much, but 
we never loan the full amount of what a thing is 
worth. If they turned in a lot of collateral to us 
we would have said the estimated value of Gold Bar 
stock was $375,000; but our loans at that time were 
based on notes and other securities that they de- 
posited with a trustee that we had in Fairbanks, 
Mr. R. H. Milter, and Miller kept us constantly ad- 
vised of the quantity of security that he had on hand 
and we made the loans in accordance with it. 

Q. This 0. W. Brown do you know whether he 
was a timber cruiser? A. I cannot recall him. 
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Q. Do you know whether or not he is the man that 
made the cruise of this country for E. T. Barnette 
and Mr. Johanson prior to the time they purchased 
it? 

A. I cannot recall anything about him, except that 
Ihave his name. I cannot recall anything concern- 
mie I 

(Deposition of witness closed.) 


[Endorsed]: Received Clerk of the Court Office, 
Apr. 20, 1914, Fairbanks, Alaska. Filed in the Dis- 
trict Court, Territory of Alaska, 4th Div. Apr. 20, 
1914. Angus McBride, Clerk. By P. R. Wagner, 
Deputy. [468] 

Mr. McGINN.—I desire to introduce in evidence 
that portion of the Articles of Incorporation of the 
Fairbanks Banking Company, a copy of which was 
filed for record with the clerk of the United States 
District Court, Third Division, of the District of 
Alaska, on March 24, 1909, which is as follows 
(Reads): 

‘‘That the purposes for which said corporation is 
formed are as follows: To carry on a general bank- 
ing business wholly without the State of Nevada, 
and in connection therewith to discount bills, notes 
and other evidences of debt, receive and pay out de- 
posits with and without interest, receive on special 
deposit money or bullion or foreign coin, stocks and 
other securities; to buy and sell foreign and domestic 
exchange, notes and other negotiable paper; to loan 
money on percentage, security and bonds, pledges of 
bonds or other negotiable securities; to take and 
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receive security by mortgage or otherwise upon 
property, real and personal; to invest money for 
individuals or corporations; to buy and sell gold 
and silver bullion, foreign coin, stocks, bonds, and 
all other property, real and personal; and to do any 
business and exercise any powers incident to the 
banking business or necessary or proper to the fur- 
therance and attainment of the purposes above set 
forth.’’ That is section 3. 

Mr. McGINN.—We also desire to read from the 
statement that was filed with the clerk of the court 
upon March 24, 1909, as follows: 

Mr. RIDER.—We object to reading from the 
statement, as the bank-books [469] are here and 
are the best evidence. 

The COURT.—What is the purpose? 

Mr. McGINN.—To show what we held out that the 
capital stock was. (Reads.) Under ‘‘resources’’: 
‘‘Treasury stock $126,400.’’ Under ‘‘Liabilities’’: 
‘Capital stock $300,000.’? And from the statement 
filed by the bank in the office of the clerk of the Dis- 
trict Court of the Territory of Alaska, Fourth Di- 
vision, September 22, 1909, being a report required 
to be filed by statute— 

Mr. RIDER.—The same objection as to that. 
(Overruled. ) 

Mr. McGINN.—(Reads.) ‘‘Amount of the cap- 
ital stock of said corporation $300,000. The amount 
of its capital stock actually paid in money is $172,- 
600.’’ Then from the statement of September 10, 
1910— Referring again to the statement filed March 
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24, 1909, the ‘‘Amount of the capital stock of said 
corporation is $300,000. The amount of its capital 
stock actually paid in money is $173,600.’’ Now, I 
read from the report of September 10, 1910, filed with 
the clerk on September 23, 1910 (Reads) : 

“The amount of capital stock of said corporation 
is $300,000. The amount of its capital stock actually 
paid in in money is $169,600.” [470] 

Trial Eighth Day. 
April 30, 1914, 10 A. M. 

Mr. MceGINN.—I have not quite finished with Mr. 
Stewart, but Mr. Wood and Mr. Hill are working on 
the statement, so I will read the deposition of Mr. 
W. H. Parsons. (Reads deposition.) [471] 


[Deposition of W. H. Parsons, for Defendants. | 

W. H. PARSONS, produced as a witness in behalf 
of defendants, being first duly cautioned and sworn, 
testifies as follows: 

Q. (Mr. McGINN.) State your name. 

“2. W. H. Parsons. 

Q. Where do you reside? A. Seattle, 

Q. How long have vou lived in Seattle? 

A. About five years. 

Q. Prior to residing in Seattle where did you live? 

A. Fairbanks, Alaska. 

Q. When did vou go to Alaska or the Yukon Ter- 
ritory ? A. To the Yukon Territory in 1898. 

Q. Where did you go to? A. Dawson. 

Q. How long did you live in Dawson? 

A. About five vears, I should say. 

Q. And from Dawson where did you go? 
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A. I came back to Seattle. 
Q. And from Seattle? 
A. To Fairbanks, Alaska. 
Q. Did you engage in business in Fairbanks, 
Alaska? A. I did. 
Q. What business? A. In the banking business. 
@. What was the name of the bank? 
A. The Washington-Alaska Bank of Fairbanks. 
Q. State whether or not you were one of the stock- 
holders of that institution. A. Iwas. [472] 
@. That is the Washington-Alaska Bank, incor- 
porated under the laws of the State of Washington? 
A. Of the State of Washington. 
Q. Who were associated as stockholders with you 
in that bank? 
A. My. Falcon Joslin, Mr. E. L. Webster, Mr. John 
Schram and the Washington Securities Company. 
. You engaged in the banking business there ? 
. General banking business. 
What time did you start that bank ? 
. In the spring of 1905. 
What position did you occupy in the bank? 
. Manager. 
Were you vice-president ? IN INO: 
. Just manager? A. Manager. 
. How long did you continue to manage that 
bank? A. Until the fall of 1909. 
Q. And what happened then? 
A. We sold the bank. 
Q. To whom? 
A. To the stockholders of the Fairbanks Banking 
Company. 


QOOPOPOPSO 
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Q. Sold it to the corporation ? 

A. To the corporation. 

Q. Who did you carry on vour negotiations with 
in regard to the sale? 

A. With E. T. Barnette and Mr. Dusenbury, I 
think principally. 

Q. I will ask you to state whether or not before 
the Fairbanks Banking Company purchased the 
Washington-Alaska Bank of [473] Washington, 
Captain Barnette and My. Dusenbury went over the 
loans and discounts and resources and liabilities of 
the bank. A. They did. 

Q. How longa period did your negotiations cover ? 

A. I should say fully three weeks, probably longer, 
I cannot recall now. 

Q. I will ask you to state whether or not they 
made a careful scrutiny of the loans and discounts 
of the bank? A. They certainly did. 

(). How long have you known Captain Barnette? 

A. During the time that I lived in Fairbanks. 
~ Q. And he had been engaged in the banking busi- 
ness during all that time himselt ? Ae e iad. 

@. How long had you known AL. Dusenbury ? 

A. I should say approximately the same length of 
time. 

Q. He had also been engaged in the banking busi- 
ness ? Hc Pes, 

Q. In the employ of the Fairbanks Banking Com- 
pany? ke Ves, Sit. 

Q. I will ask vou to state if vou know whether 
Captain Barnette was familiar with the standing and 
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credit of the people in that community and the min- 
ing ground ? 

A. He was certainly supposed to be; he was in the 
banking business and also a large operator I believe, 
as well. 

Q. For what amount did you sell the Washington- 
Alaska Bank of Washington to the Fairbanks Bank- 
ing Company? A. $250,000. [474] 

Q. I will ask you to state whether or not in your 
opinion that was a fair value for the stock of the 
Washington-Alaska Bank of Washington ? 

Mr. RIDER.—I object to that as irrelevant, im- 
material and incompetent. 

A. Yes, sir, I certainly do think it was the fair 
value. 

Q. (Mr. McGINN.) What do you base that esti- 
mate on? 

A. Well, on the book value of the institution, as 
well as the earning power. 

Q. Do you remember about what the book value of 
the Washington-Alaska Bank was at the time of the 
sale to the Fairbanks Banking Company ? 

A. Something over $200,000, if I remember cor- 
rectly. 

@. Something like $206,000? 

A. In that neighborhood, yes. 

Q. I will ask you to state whether ov not in the 
book value you included the accrued interest on 
loans? A. No, we did not. 

Q. What was the amount of the accrued interest ? 

A. We did not take into consideration the accrued 


us. F. G. Noyes. 00 


(Deposition of W. H. Parsons.) 
interest unless the accrued interest had been paid. 

Q. What was the amount of the accrued interest 
that was unpaid at the time you sold the Washing- 
ton-Alaska Bank to the Fairbanks Banking Com- 
pany ? 

A. I think it figured up something in the neighbor- 
hood of $20,000. 

Q. What was the amount of the paid up capital 
stock ? A. $150,000. 

Q. The surphis and undivided profits amounted to 
in the neighborhood of $56,000. [475] 

A. As shown by the books. 

Q. According to the books? Jo EOS: 

Q. And in addition to that you say there was about 
20.000 of accrued interest that was not included. 

A. Yes,as I remember it. 

Q. In the book value? 

A. It did not appear in our books, but the bank 
had earned that amount of additional interest. 

Q. I will show you a statement which I will ask to 
be marked as exhibit No. 3 for the purpose of 
identification and which purports to be a statement 
of the condition of the Washineton-Alaska Bank as 
of date September 13, 1909, and I will ask you to 
examine the same and to state, In your opinion, 
whether that states about what the condition of the 
bank was at that time. (Showing document to wit- 
NCSss. ) 

Mr. RIDER.—L object to that as irrelevant, im- 
material and incompetent and a mere guess on the 
part of the witness. 
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A. To undertake to pass an opinion on the various 
items here would be impracticable and I could not do 
it. Taking the totals in general, they would occur to 
me as being approximately correct. 

Q. (Mr. McGINN.) In this statement you were 
carrying securities to the amount of $59,875. 

A. Yes, sir. 

Q. What stock did that include ? 

A. Ishould regard that item as including the stock 
of the First National Bank. 

@. That is, half the stock? [476] 

A. I could not say, but it would include the stock 
of the First National Bank. 

Q. That was owned by the Washington-Alaska 
Bank? 

A. By the Washington-Alaska Bank, yes—I do 
not know whether it was half or not. 

Q. You also have an item here of building and real 
estate on which is placed the valuation of $17,536.23 ; 
what did that include? 

A. That included the realty, the building, the bank 
building, the furniture and fixtures, the vaults and so 
etait ae 

@. Where was that situated ? 

A. That was situated on the corner of Second and 
Cushman streets. 

Q. You have stated that you have lived in Fair- 
banks five years. A. Yes, sir. 

Q. And you have a pretty good idea of the value 
of town property in Fairbanks? A. Yes, sir. 

Q. And particularly in the neighborhood of the 
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Washington-Alaska Bank? BX. MOG, Suir. 

Q. I will ask you to state whether or not, in your 
opinion that was a reasonable estimate as to the value 
of that property ? 

A, We regarded it so when we bought the prop- 
erty and built the building. 

Q. State whether or not it cost you, as a matter of 
fact, more than that. 

(Counsel for plaintiff objects as irrelevant, [477] 
immaterial and incompetent. ) 

A. Yes, sir, it did. 

Q. Do you remember about what the amount of 
your deposits was at that time ? 

A. To which time do you refer? 

Q. At the time of the sale to the Fairbanks Bank- 
ing Company. 

A. If L recall correctly, somewhere in the neighbor- 
hood of $1,900,000; it may have been a little more or 
a little less—somewhere in that neighborhood. 

Q. Do you remember about what the amount of 
your loans and discounts was? 

A. A little less than $300,000, if I remember cor- 
rectly. 

Q. About what per cent of cash did you have on 
hand? 

A. Do you mean cash or do you mean reserve 


cash and exchange ? 

Q. Cash and exchange. 

A. We had, at the time we sold, in excess of ninety 
per cent of cash and exchange. 

Q. What do you mean by cash and exchange? 
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A. I mean cash in our vaults and cash in other 
banks on the outside with our correspondents. 

Q. What had been the earning capacity of that 
bank from the time of its organization in 1905 up to 
the time of the sale, each year, approximately ? 

(Counsel for plaintiff objects as irrelevant, im- 
material and incompetent. ) 

A. Oh, I think our average earning power was 
somewhere in the neighborhood of $50,000 a year. 

Q. This statement shows that upon the 13th day of 
September 1909, that the loans and _ discounts 
amounted to the sum [478] of $258,545.35, that is 
about correct ? 

A. That is taken from the books at that time? 

Q. At that time. A. Then it must be correct. 

Q. And what would those loans and discounts con-_ 
sist of ? 

A. Loans and discounts consist of loans and dis- 
counts. 

Q. I know, but what was the nature of the loans ? 

A. To sundry and various people, merchants, min- 
ers and professional men. 

Q. Such as the bank generally keeps? eevee 

Q. It is charged in the complaint in this case that 
at the time of the sale of the Washington-Alaska 
Bank of Alaska to the Fairbanks Banking Company, 
that there was in the neighborhood of $70,040.10 of 
loans past due and which were and still are without 
any substantial value, a list of which I have in my 
possession and concerning which I am going to in- 
terrogate you. Now there is a loan of $125 to O. M. 
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Anderson et al— 

A. Pardon me for interrupting you, but do you in- 
tend to interrogate me upon all of the names which 
would compose this $75,000 of notes that were not 
paid? 

Ck Yes. 

A. Well, I will answer it to the best of my ability. 

Q. That is all we expect. There is a loan of $128 
to O. M. Anderson et al.—that is O. M. Anderson and 
W. M. Anderson. 

A. That is Oscar Anderson and W. M. Anderson 
the druggist ? 

Q. Yes. A. I vemember that. [479] 

Q. I will ask you to state whether that loan was 
good. A. At the time we sold? 

Q. Yes. 

A. We regarded it as absolutely good. They were 
druggists; they had a nice little stock of, I should 
say, about five or six thousand dollars, and stood well 
in the community and I should think they would be 
good for that amount of money. 

@. The next item is Colosimo, Christian, et al., 
which was due June 1, 1909, in the sum of $6,223.75 ; 
how about that loan on the 13th day of September, 
1909? A. Colosimo, Christian ? 

Q: Yes. 

A. It would possibly be better to pass over that 
name temporarily and interrogate me on some others 
in the meantine. 

Q. This is Colosimo, Christian, et al—I think 
Christian was running a bootblack stand. 
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A. Oh, yes, I remember them now. They were 
Italians? 

Q. Yes. A. Yes, that was a secured loan. 

Q. Secured how ? 

A. Secured on their property and on their plant. 

Q. On what property, do you know? 

A. If I remember, they had a claim on a tributary 
of Vault that they were working on. 

Q. That was a mining claim, was it? 

i Vesey ceiininesc)aiim. 

Q. And you had a mortgage on the mining claim? 

A. We had a mortgage upon the mining claim and 
upon their [480] plants. 

Q. Do you know what plant it was? 

A. Well, I cannot recall now, but it was an ade- 
quate plant to operate their mine, probably a very 
substantial plant, if we loaned them that amount of 
money. 

Q. Before lending money upon a mining claim 
what investigation did you make to determine the 
probable value of it? 

A. Why, we always had employed by the bank men 
who were very conversant with prospecting and pass- 
ing Judgment upon mining claims. They were con- 
stantly in the employ of the bank. If there was an 
application for a loan and the ground was opened up 
we sent this expert out to go over it and pass upon 
the property. 

Q. I will ask you to state whether or not on the 
13th day of September, 1909, vou felt that that was a 
good loan ? A. Unquestionably we did. 
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Q. It was due June 1, 1909, do you know why it 
was not collected at that time? 

A. No, it would be impossible for me to tell vou 
now. But, no doubt, there was some good and suffi- 
cient reason. They may have been troubled with 
water; they may not have been able to have operated 
in order to get the dumps out to wash them out— 
that very frequently occurs, 

Q. Do you know what ever became of that plant? 

A. No, I do not. 

Q. The next item is Alex Erickson, due May 29, 
1909, for $16; do vou remember that? A, No. 

Q. The next item is Erickson & Company due May 
7, 1909, for $408; do you know anything about that? 
[481] <A. That is Axel Erickson? 

Q. Yes. 

A. That used to be Erickson & Bostrom. 

Q. No, I think there is another item down here 
later of Bostrom & Erickson. 

A. I remember Bostrom & Erickson. 

Q. You do not recall just now this particular item. 

A. No, 1 don’t know which Erickson that would be, 

Q. The next item is Johnson, Cord et al. June 9, 
1909, in the sum of $310. 

A. I don’t remember Johnson & Cord—isn’t that 
Gord? 

Mr. RIDER.—I have it G-o-r-d in my list. 

A. No, I don’t remember. 

Q. (Mr. McGINN.) The next item is Kellett & 
Monhman due May 24, 1909, in the sum of $906.30, 
and there is also another item of Maddicks, Monhiman 
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& K., June 1, 1908, in the sum of $648.99—how about 
those loans ? 

A. That is Maddicks, Monhman & Kellett. 

@. Yes. 

A. They were always regarded by us as being first- 
class miners and splendid bank risks. We have 
loaned them in the past, I think the records will bear 
me out, as high as $30,000 in their operations. 
Among other properties, they had a valuable lay on 
Cleary, Six Below I think was the property of Judge 
Kellogg, and they made a great deal of money out of 
that, and I know our substantial advances to them 
was on the basis of that property. We had a mort- 
gage on their lease and also on their plants. 

@. Was the mortgage sufficient to cover these 
items? [482] A. I should say so. 

@. I mean the property that was included in the 
mortgage. 

A. Yes, sir, I think that that claim produced over 
$600,000, and they had a forty per cent lay. 

Q. State whether or not at this particular time 
there was still a dump on that property which was 
not washed up. 

A. I rather think that there was. I know that 
they had a dump there that they found a great deal 
of difficulty in washing, and they could not get the 
water—the water was taken from above them, and 
there was quite a little dump which was left there at 
the bottom, which is always supposed to be very good, 
and I rather think that if there was any amounts not 
paid up at that time, thavthar was the causes. 1G, 
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that they had not washed their dump out. I am 
speaking now as nearly as I can remember from 
thinking back five years. 

Q. The next item is T. R. Kovaich for the sum of 
$829.50; do you remember that loan, Mr. Parsons ? 

A. What is the initials ? 

Omit Rh. A. Is that Tom Kovaich ? 

Q. Yes. 

A. Tom Kovaich is a miner on Lower Gold 
Stream; he had a fraction that laid aside of L. L. 
James’ ground, Seventeen Below on Gold Stream. 
That was examined by our experts. He had the 
ground opened up and if I remember correctly I 
think that you will find that that was also secured. 

Q. By a mortgage? 

A. I think so. But I know that it was passed upon 
by one of our men. [483] 

Q. That note was due July 24, 1909; do you re- 
member why it was not collected at that time? 

A. No, I do not. I cannot state. 

Q. Do vou know whether or not that property got 
into litigation after this loan? 

A. Let me see, Was there not an overlapping 
there, or a contention on the hillside claims there? 
IT can just recall something of that kind; I cannot 
recollect what it was, but there was some litigation 
down there. J will tell you what it was, come to think 
of it—it was the original staking and group staking 
over it—somebody went in and staked under an 
association claim over it—that came over and took a 
part of the bench. I remember now there was some 


564 John A. Jesson et al. 


(Deposition of W. H. Parsons.) 

litigation—whether the delay in payment was at- 
tributable to that I can’t say, but there was some 
litigation. 

Q. Do you know whether or not that litigation was 
settled ? A. No, I do not. 

Q. There is a note of John Lappi et al., due June 
I, 1909, in the sum of $957.76; what do you know in 
regard to that? 

A. John Lappi is a Swede with three partners, 
they operated a claim on lower Fairhanks creck. 
There were four of them, big, husky fellows, good 
miners, and the records will show that from time to 
time we have loaned them up probably as high as 
€2,500. They had their own plant; they used to go 
out into the woods and cut their own wood, so that 
they did not have to buy that. They operated 
cheaply and they always made a little money. Their 
habit was to take out the winter dump and sluice it in 
the spring. They were not large operators. [484] 

Q. Was that secured ? 

A. That was secured by their plant, as I remember, 
and whatever other chattels they may have had. I 
do not think they owned their ground; I think they 
had a lay there. 

Q. Do you know why that note was not collected 
when it became due on June 1, 1909? 

A. No, I cannot see the reason for it. There was 
evidently some good and sufficient reason if it was 
not paid. 

Q. Most of those loans were made during the 
winter months? 
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A. Yes, sir, during the winter months; that was 
the time when they needed assistance. 

Q. And how did you fix the time the note became 
due? 

A. Usually for the cleanup; that would be along 
about June or July 1st. 

Q. And conditions might arise which would pre- 
vent them paying then. 

A. There were instances where there would be a 
lack of water, or the water in some of the creeks had 
to be divided up; certain parties of miners would 
take it a certain month or a certain part of the season 
and then others would take it, and for sundry and 
various reasons they were carried over many times 
into the fall and sometimes into the following year 
before they were able to pay. 

Q. State whether or not it was customary among 
the banks in Fairbanks at that time to hold paper 
overdue without having it renewed. 

A. In some instances, yes. 

Q. Why didn’t you have the paper renewed in 
these particular cases I have enumerated? [485] 

A. Inmany instances the notes were secured notes, 
either secured by a chattel or real mortgage, and in 
that instance we obviously would ‘prefer to continue 
the old notes rather than to take new notes. 

®. Why? 

A. Well, in that country during the interim of 
taking the new note, the mortgage would describe a 
specific note due at a specified time; now if we were 
to take a new note and for any reason there should 
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be a transfer, that there should be a change in the 
records as regards the ownership of the property 
during that interim, it is just barely possible that 
there might be some change like that, and that 
would necessitate an abstract and looking it up, 
which was always expensive. We preferred to re- 
tain our original note. Then again, many times, a 
renewal of a note was not made because there would 
be an endorser and the endorser would be outside or 
he might-be in the Iditarod or some other district. 

Q@. Did you consider the note of Lappi and those 
people for $957.76, due on the 1st of June, 1909, as 
a good note on the 13th of September, 1909? 

A. Yes, sir, we did, we surely did. J remember 
Mr. Lappi personally very well. 

Qo The next ttem is Hl VO MillerS a demandsnetc: 
February 28, 1909, in the sum of $1,546; what about 
that? 

A. H. I. Miller was engaged in the stock business. 
He would go outside and buy a bunch of cattle and 
take them in and sell them; sell them to the miners, 
and he also did wholesale butcher business there. 
It was quite customary with us to loan Miller from 
time to time certain amounts, [486] in fact 
largely, probably up to $2,500. 

Q. He always paid? 

A. Yes, sir, he always paid. I knew him also in 
the Dawson country. He was in the beef business 
there; I knew him for a number of years and he 
always went by the name of ‘‘Cow Muiuller’’ and he 
was very well regarded in that country, as well as 
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the upper country. I knew that he always had a 
good credit with the Bank of British North America 
before he came down there. 

Q. Did you consider he was a good risk? 

A. Yes, sir, morally an A-1 risk. 

@. And did you consider his note perfectly good 
on September 13th? 

A. It seems to me they ought to be able to collect 
that note against Miller to-day if they could locate 
him—he has property in Seattle, or he did have. 

Q. The next item is a note of R. R. Myers in the 
sum of $156.68 due August 26, 1909, what do you 
know about that? 

A. Well, Dr. Myers is a dentist of Fairbanks and 
he always stood very high indeed, a very estimable 
fellow, and a man with a substantial practice. I 
should regard a loan of $150 as being perfectly safe 
with him. 

Q. He was a man of considerable earning capa- 
city 7 

A. Yes, sir, at that time he had a very large prac- 
mee. 

(. The next item is a note of M. Pamusianal et al., 
due June 9, 1909, in the sum of $1,526.48, what have 
you to say about that? 

A. I cannot remember that name, possibly if you 
had some of the other names I might locate it. 
[ 487 | 

Q. We will pass that—the next item is Seebe & 
Myers, due August 24, 1909, in the sum of $4,658.49, 
what do you know about that? 
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A. Harry Seebe and Dr. Myers? 

Q. Yes. 

A. Harry Seebe did business almost from the first 
day that our bank opened, with us. I think he had 
as high as fifteen and eighteen thousand dollars to 
his credit in our books—a very conservative careful 
worker. He went into a mining proposition on Lit- 
tle Eldorado in conjunction with Dr. Myers, and 
they put on a very nice plant and had the ground 
well opened up. We had that well examined by our 
man and he passed favorably upon it. We made the 
loan to Myers & Seebe and regarded it as a splen- 
didly good loan at that time. They were very slow 
in getting that ground opened up. It was awful 
deep, and there was a slide came down, I remember, 
and cut the pay off from them, and I know that for 
a long time there they had a great deal of difficulty 
in locating it, because of this slide. 

Q. Seebe stood well in the community ? 

A. Oh, yes, very well. 

Q. A good moral risk also? A. Splendid. 

(. In lending money there, what things did you 
generally take into consideration? 

A. How’s that? 

Q. What things did you generally take into con- 
sideration in lending money? 

A. Well, it is pretty hard to tell just exactly what 
you [488] would base your opinion upon in lend- 
ing money. Certainly it would be your security and 
the moral risk, as you knew the party, and general 
sizing up of the situation, as to the cnterprise they 
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were going into and how you regarded their ability 
to succeed in that particular enterprise. Certainly 
you would want to know that the moral risk was 
pretty good even though you had the security. 

Q. I suppose you would lend large sums of money 
up there to men without any security at all? 

A. Oh, absolutely. 

@. You loaned money to men who really had noth- 
ing? 

Mr. RIDER.—That is objected to as irrelevant 
and immaterial. 

A. I would not put it just like that. 

Q. (Mr. McGINN.) Well, I mean a man who had 
no tangible property, which would be subject to ex- 
ecution. 

A. Very many times, for instance, there would be 
a man if we knew he was a sober, industrious, hard- 
working fellow and that he had a position or a claim 
that he was getting five or six or seven dollars a day 
and temporarily he needed a little assistance, or had 
a good job, his earning capacity was certainly the 
basis for a certain amount of credit. 

Q. The next item is Smith, Lord & Hickman, a 
note due May 15, 1909, in the sum of $1,209.36, 

A. George Smith ? 

ye Ves. 

A. Well, that loan you will find is secured by their 
property, I think it is on the right limit of Esther 
Creek—no, I guess it was the left limit—however I 
would not be positive as to that. It was secured by 
property of [489] My. George Smith and I isher. 
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Q. This is not Smith and Fisher? A. Isn’t it? 

Q. This is Smith, Lord & Hickman? 

A. Well, that would be a little different. George 
Smith would own the property in this instance and 
the firm of Hickman, Smith & Lord took a lease upon 
it—he took a lease with them on his own property— 
that was it. The basis of the value of that loan 
would be very largely attributable to Mr. Smith, who 
owned the property and who was regarded as being 
very well to do at that time. 

Q. You considered that loan absolutely good on 
the 13th day of September, 1909? 

A. Yes, sir, we did. 

Q. George Smith has taken out constoeE | 
money up there since, didn’t he? 

(Counsel for plaintiff objects as irrelevant, imma- 
terial and incompetent.) 

A. No, I don’t know that he did. 

Q. On Eva Creek? 

A. No, I don’t know that. He had property in 
there, but I didn’t know that. 

Q. The next item is Mrs. J. A. Williams, note due 
October 3, 1909, in the sum of $104, what do you 
know about that? 

A. Well, that is J. A. Willams, that used to be in 
Dawson; his wife—I imagine that is J. A. Wil- 
liams—was that a secured loan? 

Q. I don’t know. I will not bother with it be- 
cause it was subsequent to September 13, 1909. 
The next item is J. A. Williams dated May 24, 1907, 
in the sum of $3,307.83? [490] 
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A. Yes, sir, I remember J. A. Williams very well 
indeed. J. A. Williams was formerly from Dawson. 
He was one of the large stockholders in the Dawson 
Electric Light Plant and he came to Fairbanks after 
having sold his interest out there, and I know he had 
$40,000 when he came to Fairbanks. When he ar- 
rived there he opened an account with our bank and 
I knew him in Dawson, and he went out on Dome 
Creek and purchased a lay there. That loan was 
made after he had invested, I should say, twenty or 
twenty-five thousand dollars of his money in open- 
ing the ground up and putting it in shape and put- 
ting wood on it, and putting plants on it and so forth. 
After having invested that twenty or twenty-five 
thousand dollars we made him from time to time 
certain advances, I do not remember what the total 
is, but you will find that that is also secured by his 
dumps, by his plants and I think seven or eight hun- 
dred cords of wood that he had on the place at that 
time. I think the records will show that. 

Q. The next item is F. B. Walker due May 11, 
1909, for the sum of $1,000. 

A. Yes, I remember Mr. Walker; I think you will 
find that that was also secured. 

Q. Secured by what? 

A. By his machinery; he had a lay on one of the 
creeks—he also owned some property down on the 
Chattineka, but as well as that he was working an- 
other lay—he had two different plants and I think 
our security covered both of them. 

@. Did you think the security was ample for the 
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amount? A. We so regarded it. [491] 

Q. You considered that loan was absolutely good 
on the 13th day of September, 1909? 

A. We did. 

Q. The next item is T. E. Wooldridge, due July 
23, 1909, in the sum of $19, did you consider that note 
good? 

A. I should say that Wooldridge ought to be good 
for $19. Is he still living there? 

Q. Still living there? 

A. Why can’t they collect that? I should think 
he would be good for $19. 

Q. The next item is W. M. Anderson, due May 29, 
1909, in the sum of $525—I guess that-is Walter 
Anderson. A. What is the amount? 

Q. $525, 

A. Is that one of the Andersons, the druggists? 

Q. What you have already said in regard to Wal- 
ter Anderson will apply to that. 

A. If that is the same Anderson. 

Q. Yes, that is the same. A. Yes. 

Q. Then there is Bostrom & Erickson, due May 12, 
1909, in the sum of $2,925.92, 

A. That was secured by their ground; they owned 
either Number One or Two Above on Fairbanks 
Creek, and on the two plants. They took out a great 
deal of money, and we have loaned them away, away 
in excess of that amount—I think we loaned Bos- 
trom & Erickson up as high as $10,000. 

Q. And they always paid? 

A. They always paid. 


us. F', G. Noyes. 573 


(Deposition of W. H. Parsons.) 

Q. And you considered it good risk? [492] 

A. Yes, sir. 

Q. And you considered that loan was good upon 
the 13th day of September, 1909? A. Yes, sir. 

Q. The next item is T, Jestland, due July 1, 1909, 
in the sum of $600. 

A. Jestland was a merchant down on Little Eldo- 
rado; he had a little store down there. 


. That is, 1 mean on September 13, 1909? 
5 NESE SS hie 


Q. What kind of a store? 

A. A general store, as I remember. 

Q. Merchandise? A. Yes. 

Q. Do you know whether that was secured or not? 
A. [am not positive; I could not state positively. 
Q. He had done business with you right along? 
A. Yes. 

Q. You considered that loan as absolutely good? 
A. Yes. 

Q 

AN 

Q 


. Lhe next item is Perrault & Rader, due June 
4, 1909, in the sum of $2,080, 

A. That was a loan—that was made to Perrault 
& Rader—they were operators on Little Eldorado, 
and that was all secured by their plant, and their 
ground. 

Q. They were both considered pretty good men ? 

A. Both splendid honest fellows and good work- 
ers. 

Q. You considered that loan was good? 

Bx, 1 did. 

Q. At the time you sold to the Fairbanks Banking 
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Company? [493] A. Yes. 

Q. The next item is Al Morensy dated October 4, 
1909, in the sum of $2,886.82. 

A. Al Morensy is a man that owns a lot of very 
valuable property. Al Morensy is a man—we have 
loaned him money—I don’t know the amount that 
is there now, but he was a well-known character and 
had a lot of valuable property there. 

Q. He had some valuable property in Fairbanks? 

A. Yes, sir, some of the very best. 

Q. He was considered absolutely good for that 
amount? A. Why should I so regard him? 

Q. I mean at the time you sold to the Fairbanks 
Banking Company. A. VOSS. Sie, 

Q. Then there is the item of Auten & Frich due 
September 13, 1909, in the sum of $500. 

A. I don’t remember them. 

Q. Don’t you remember that George Auten and 
Frich were engaged in the saloon business there ? 

A. Oh, yes. I was thinking of miners—yes, I 
remember them—they were saloon-keepers. 

Q. Do you know whether that was secured? 

A. Yes, sir. I think that was—I think you will 
find that they had secured us by warehouse receipt 
on whisky in the Government warehouse of the 
United States. 

Q. You held the certificates in your possession? 

A. Yes, sir. 

@. You held the certificates of transfer, assigned 
to you as security? [494] A. Yes. 

Q. And the security was ample to cover that 
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amount? A. We so regarded it. 

Q. Well, whisky has a staple value. 

A. A positive value, yes, and there was sufficient 
of it to make the collateral good. 

Q. The next item is W. Sam Clark et al., in the 
sum of $5,668.30, due May 15, 1908. 

A. That was a loan that was made to the Clark 
brothers over both of their signatures, and was se- 
cured by their property on the right limit of Esther 
Creek. The loan was passed after our men had made 
the examination, after the men had got their holes 
down. They had located the pay above and below on 
the right limit, but they had a great deal of trouble in 
operating there because of the water. It was all 
underlaid there with springs and they had a great 
deal of difficulty in draining that off, but it was very 
rich ground; and I know positively at that time that 
the boys were offered $20,000 for their claim. 

Q. Do you know when that offer was made? 

A. Well, that was within a year of the time that 
we sold—a vear prior to that time. 

Q. You considered that loan was absolutely good? 

A. Yes indeed. 

@. With the security? A. Yes, it was. 

Q. The next item is Wiseman & Barclay, due May 
30, 1909, in the sum of $1,543.57. 

A. Frank Wiseman, he was assistant United 
States marshal, I believe. [495] 

@. Deputy marshal. 

A. Deputy marshal. He had earned in the 
neighborhood of three or four thousand dollars; I 
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think he had that on deposit with us, and went into 
a mining venture on a tributary of Vault, and they 
invested this amount of money into the plant, and 
in opening up and buying his wood and so forth, 
and we loaned him this amount of money to com- 
plete the purchase price of his machinery and so 
forth, and I think you will find that we had a mort- 
gage covering it, 

@. And the mortgage was upon property of suffi- 
cient value to pay the amount of the loan? 

A. We considered it full. 

Q. You considered that loan good on the 13th day 
of September, 1909? A. We did. 

Q. The next item is F. B. Walker and C. G. 
Walker, due June 11, 1909, in the sum of $878.75. 

A. That is the same Frank Walker and his brother 
that was on the other plant they were operating. 
. Do you know where this plant was located? 
. That was on the Chattineka. 
. A mining plant? (Ae ics str 
. Consisting of a boiler and hoist? 
. A boiler and hoist and so forth. 
. Did you consider that of value sufficient to se- 
cure the loan? 

A. Yes, sir, it probably cost four or five times 
that. 

Q. Do you know whatever became of that 
plant? [496] A. No. 

Q. Do you think you could have collected that 
note if you had remained in there? 

(Counsel for plaintiff objects as irrelevant, 1m- 
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material and incompetent. ) 

A. It would certainly look reasonable to expect 
that I could. 

Q. Now, there is an item of Garvin, Andy, due 
June 2, 1909, in the sum of $111.97, and another of 
Garvin, Simonson and others due June 1, 1909, in 
the sum of $6,717.34; how about that? 

A. I remember that loan very distinctly. There 
was an association claim down on the Chattineka 
and Garvin was a part owner of this association 
claim. The boys had several thousand dollars to 
their credit and they bought a plant from the North- 
ern Commercial Company; I think they paid in the 
neighborhood of $12,000 for the plant; they also 
bought, with their own money, a lot of wood and put 
it on the property. We took a mortgage upon the 
plant and upon the wood and upon the mine itself 
to secure that note, and we also had our expert go 
out and examine that ground before we made the 
loan. 

Q. Did you consider that absolutely good on the 
15th day of September, 1909 ? 

A. We certainly did. 

Q. The next item is William Himes due June J, 
1909, in the sum of $126.90. 

A. William Himes was a freighter; he also had 
a piece of mining property on Fairbanks Creek, 
but he depended very largely upon the freight he 
hauled; he made that his [497] business, between 
the creeks and Fairbanks. He had two or three 
teams and was a very responsible fellow and a very 
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skilful fellow. I cannot remember the particulars 
now in regard to that loan, but I know the man. 

Q. You considered him worth $126.90? 

A. I certainly did. 

Q. You considered him good for that at any time? 

A. I should say so. 

Q. The next item is James Kelly, due June 1, 
1909, in the sum of $4,928.24. 

A. That was a loan that was also secured by min- 
ing property—the lease and mining machinery. 

@. And did you think the property was of suffi- 
cient value to secure the loan? 

A. We certainly did or we would not have made 
the loan. 

Q. The next item is A. H. MeNeer, dated June 5, 
1909, in the sum of $726.56. A. Who? 

Q. A. H. McNeer—Arthur MecNeer. 

A. He was the wood man. I think you will find 
that loan was secured by cordwood. 

Q. Do you know how many cords? 

A. I could not tell you now; but the way that loan 
was made it was secured by cordwood. 

Q. Ample security? A. Yes, it was at the time. 

Q. And the security was in existence on the 13th 
day of September, 1909? 

A. I presume that it was. We had a mortgage 
covering it. 

Q. The note was due January 5, 1909—do you 
know why it was [498] not collected at that time? 

A. No, I cannot tell you why, but probably he was 
unable to deliver this wood. He would sell it to the 
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creeks, you know, and have to take it out there, and 
probably he could not deliver it at that time on ac- 
count of the roads or something. 

@. Then there is Peterson—Nels Peterson, ad- 
ministrator, that was due May 24, 1909, in the sum 
of $2,943.25. 

A. That is Nels Peterson, administrator ? 

Q. Yes. 

A. Well, Nels Peterson and his partner had bor- 
rowed at various times from the bank sums of 
money up to four or five thousand dollars. His 
partner died and Nels was named administrator 
and handled the property for the estate, and in 
making this loan that bore the signatures of Nels 
Peterson, and as administrator, and was secured by 
the plants and the mining property. 

Q. You considered that loan good on the 13th day 
of September, 1909 ? 

A. I regarded it so at that time. He was admin- 
istrator for his partner. 

@. Adolph Rippa, due June 1, 1909, in the sum 
of $3,766.66. 

A. Adolph Rippa was a miner on Fairbanks Creek. 
He was regarded as one of the best miners and one 
of the best moral risks in the camp. He was a good 
miner and had made considerable money mining. 
We have loaned him up as high as $15,000. 

Q. You considered him good on the 18th day of 
September, 19092 

A. We considered him at that time as A-1. 

Q. The next item is Smith & Fisher, dated May 
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18, 1909, in the [499] sum of $940. 

A. Is that George Smith? 

Q. George Smith. 

A. Well, that would be loaned on the strength of 
George Smith’s signature. 

Q. And on the property that George Smith had 
on Esther Creek? A. Yes, on Esther Creek. 

Q. J. F. Struthers, due August 16, 1909, in the 
sum of $208. 

A. Well, that loan I remember distinctly, because 
there was an assignment of a premium or of a divi- 
dend from a life insurance policy; that was assigned 
to us and sent outside for collection. 

Q. Was the dividend sufficient to cover that? 

A. Yes, the dividend was in excess of the amount 
he owed us. That ought to be easily checked up 
through the collection department. It is very 
pecuhar that that has not paid itself there. I have 
lost track of the item, but I remember it distinctly 
because I made the loan to him and took the assign- 
ment of the policy myself. As a matter of fact, 
Struthers is living right here now; you can get the 
full particulars of that. 

Q. Struthers is worth that amount today? 

A. He is running a mill down here at Orillia, saw- 
mill. 

Q. The next item is the Tanana Trading Company, 
due June 1, 1908, in the sum of $2,175.82. 

A. The Tanana Trading Company was a company 
operating a general merchandise store at Chena, 
Alaska. We gave them a line of credit on, up I 
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should say to ten or fifteen thousand dollars, as I 
remember it. [500] 

Q. They were always considered good? 

A. We so regarded them. They had a good credit 
and did a nice business there. 

Q. The next item is J. A. Williams, due May 1, 
1909, for the sum of $150, which J think was secured 
by a ring; do you recall that ? A. No, I do not. 

Q. Now, at this time you carried those loans that 
T have mentioned upon the books of the bank as an 
asset. A. We did. 

Q. And you so regarded them? A. Yes, sir. 

Q. What was your custom in regard to wiping out 
a bad debt? 

A. Usually once a year, on the first of January, if 
there was any paper that we had in our files that we 
did not regard as being good, that would be the time 
we would charge it off. 


Cross-examination. 

Q. (Mr. RIDER.) How long had you been con- 
nected with the Washington-Alaska Bank prior to 
the time that it sold to the Fairbanks Banking Com- 
pany? 

A. From 1905, in April, until we sold, September, 
1909. 

Q. A little over five years? AL Ves. 

Q. It had been your custom each year on January 
Ist to charge off certain bad notes? 

A. If we so felt that there was any paper to be 
charged off. 

Q. Do you remember whether you felt that way 
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at any time or not? [501] 

A. Yes, sir, and we charged it off. 

@. Do you remember whether you charged off any 
on the first day of January, 1909? 

A. I cannot reeall. 

Q. Do you remember whether you charged off any 
on the first day of January, 1908? 

A. I don’t think there was a year went by that 
we did not charge something off. 

Q. You think every year you charged some off? 

A. Yes, I think so. 

Q. Then, by the middle of September, 1909, there 
were, in all probability there would have been some 
accumulations of bad notes which would be charged 
off on the succeeding January, would there not? 

A. If we so regarded the paper we would charge 
it off. 

Q. In the ordinary course of business you found 
each year that there was some bad paper, didn’t 
you? 

A. I think almost without exception every year. 

Q. So that it would be reasonable to suppose that 
there would be some bad paper in the bank on Sep- 
tember 13, 19092 

A. Well, we would not suppose it—if we found it 
we would charge it off at that time. 

Q. Had there been any difference in the manage- 
ment of the bank during the year 1909 than any 
other year, respecting the making of loans? 

A. No. 

Q. Who supervised the making of the loans? 
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A. I did very largely. 

Q. You passed on the securities? [502] 

A. Usually. Mr. Barbour, the cashier, also had 
the same authority. He usually passed upon them 
also—they were passed upon by myself and him 
jointly, or separately, as the case may be. 

Q. Now, you stated that the loan to W. M. An- 
derson for $125 was a perfectly good loan? 

A. I so regarded it at that time. 

Q. Why was it that you did not collect that per- 
fectly good loan and that it had not been collected 
up to the time that you sold, and you allowed it to 
become past due for over two years? 

A. There would be probably some good and suffi- 
cient reason for not having collected it. 

Q. Can you give me the good and sufficient rea- 
son? 

A. I cannot at this moment give you the reason. 

Q. You are just guessing that there was a reason 
because you did not collect it.’ 

A. It may have been there was an endorser upon 
that note, or it may be that the interest had been 
kept up and we carried it that way for a matter of 
convenience. 

Q. And it may be that it was not collectible? 

A. How? 

Q. I say it may be that it was not collectible. 

A. There is always a question of doubt about 
paper. 

Q. After it becomes past due. 

A. Not necessarily, but I always considered that 
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it makes no difference in the value of paper because 
it becomes past due. 

Q. It is just as good? 

A. Absolutely, in instances. [503] 

Q. As a banker, would you take any paper that is 
past due the same as paper that is not past due? 

A. We have paper that is past due in our office 
to-day. 

Q. Would you accept it as a purchaser just as 
readily as paper that was not past due? 

A. For rediscount we would not take it at all, but 
many times from the customers, for convenience 
sake, we would take a note that was past due. 

Q. Do you think that if you were purchasing a 
note that you would purchase a past due note as read- 
ily as you would one that was not past due? 

A. No, sir, not in rediscounting I would not pur- 
chase the note, but a note that was made in the first 
instance with us for a consideration—there may be 
sundry and various reasons why we would carry that 
past due note and be perfectly satisfied with it. 

Q. But you would not consider it a marketable 
note, would you, from the standpoint of a purchaser ? 

A. Well, if it bore any indorsements I would say 
that it would be just as good. | 

Q. You think it is Just as marketable as if it was 
not past due? 

A. I should think, in a general way, yes, if it was 
a secured note. 

@. And as a purchaser you would take it just as 
readily as one which was not past due? 
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A. Possibly not as readily. 

@. You would not take it at all, would you, Mr. 
Parsons? A. As a purchaser? 

Q. Yes. [504] A. Oh, I might. 

Q. You might? ey es: 

Q. You would, as a purchaser, just as readily take 
#70,000 of paper that was past due? 

A. It would depend upon the class of paper, and 
it would depend upon whether the paper was secured 
or not. 

Q. You know, from your experience as a banker, 
that past due paper is considered as dishonored pa- 
per by a purchaser, is it not? A. No, sir. 

Q. Not considered so in banking circles? 

A. No, sir, not necessarily so. 

Q. By a purchaser, I am speaking of—not by the 
owner who holds it, but by a purchaser. 

A. Not necessarily; not where it is part of a going 
business. 

Q. Where the note is part of a going business, you 
mean? 

A. No; where the note is a part, as a unit of the 
whole business. 

Q. Do not purchasers of bank stock generally re- 
quire that past due paper be charged off, or be held 
by the bank? A. A purchaser of bank stock ? 

Q. Well, yes. A. No, not necessarily so. 

Q. If you were purchasing the entire stock of a 
bank, would you not, as a banker, require that the 
owners of that stock retain this past due paper, or 
else charge it off? A. Not necessarily. 
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Q. Well, what do you mean by ‘‘not necessarily.”’ 

A. Why, because I am answering your question 
perfect there. Imean [505] that I would not say 
so because—I will give you an instance. When the 
Washington Trust Company and the Dexter-Horton 
Bank unified there was paper in the Dexter-Horton 
Bank and there was paper in the Washington Trust 
Company that was past due, but it was good paper 
and it was acceptable. 

Q@. They were practically the one bank before they 
unified. 

A. In no sense of the word. They were separate 
corporations entirely. 
. Owned by separate stockholders? 
. Separate stockholders. 
. And which purchased the other? 
. It was a unification. 
. The same stockholders combined, did they ? 
. The same stockholders combined. 
. And the same stockholders held the stock in the 
new bank? DN, SUES 

Q. It was not, then, any stranger coming into the 
bank? 

A. Well, there were two interests that came to- 
gether. 

Q. But there was no stranger came into the bank? 

A. There was a complete examination of the assets 
of both banks by the opposite institution. 

Q. There was no stranger coming into the bank? 

A. What do you mean by ‘‘stranger’’? 

Q. One who had not formerly been a stockholder. 
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A. Well, it was the unification, and it would 
naturally be the stockholders of the two institutions 
coming together. 

Q. But if you were purchasing the stock in the 
bank, or purchasing the control of a bank in which 
vou had no interest at all, would you accept past due 
paper of that [506] bank? 

A. I might be perfectly willing to. 

Q. Why do you use the word ‘‘might’’ so much? 

A. Suppose that the notes, or some of them, were 
secured notes, and supposing that for some reason 
they did not care to renew those notes for that pur- 
pose, but supposing there was an endorser upon the 
paper or a portion of that paper which you could 
not gain at that time, I would certainly take the note 
as I found it in preference to renewing the note 
without the indorsement. 

Q. And for that reason only you would accept past 
due paper. 

A. I merely gave you an instance. 

Q. It is only in some instances where it might 
destroy the integrity of some security, do I under- 
stand vou to say? 

A. That would be a sufficient reason. 

Q. Well, would that be the only reason? 

A. I don’t think it would be the only reason. 

Q. That is substantially the only reason you have 
orwell so far. 

A. Lam not undertaking to give youa full category 
of all the reasons in banking. 

Q. Have you many other reasons ? 
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A. I do not recall any more. 

Q. You do not recall any more—then you have 
given the full category which you recall. 

A. For the moment. 

Q. Now, there was also a note of Maddicks, Monh- 
man & Kellogg in the sum of $648.99, which you say 
was perfectly good—that is correct, is it not? 

A. Iso regarded it at that time. [507] 

Q. Why did you allow that perfectly good note to 
remain past due for fifteen months and a half with- 
out collecting it? 

A. I think you will find that was an instance where 
the paper was secured. 

Q. And you simply let that remain past due for 
fifteen months and a half because the paper was 
secured ? A. Yes, sir. 

Q. You did not collect your notes, then, if you had 
security ? 

A. We would not if the security was upon the 
man’s machinery, and he had a good proposition; we 
would not foreclose it and take the machinery away 
from him. 

Q. Why not? 

A. We did not so regard it as being good business. 

Q. Were you running the bank for the benefit of 
your borrowers ? A. Not necessarily. 

@. Were you afraid that it would be pressing your 
borrowers a little to require them to pay their debts ? 

A. That might not be good judgment on my part, 
or good business acumen. 

Q. Would it have been in this particular instance 
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good business acumen ? 

A. I don’t think so, or I would not have done it. 

Q. Your attention was called also to a note of the 
Tanana Tading Company in the sum of $2,175.82 
which had been past due for fifteen months and a 
half; that is another one of those perfectly good 
mOves, YSN t DL,! 

A. It was a note, I presume, which you will find 
that had an endorser upon it. I think in that parti- 
cular instance [508] that could not be gained for 
a renewal. 

Q. Your attention has not been called to any en- 
dorser either by Mr. McGinn or myself, has it? 

A. I think you will find a particular instance of 
pints; 

Q. Unless that note had an endorser upon it, you 
would not consider it a perfectly good note? 

A. I would not say that. I say you will find that 
it had an endorser wpon it. 

Q. Suppose you do not find it to be a fact, what 
would vou think about the note? 

A. At that time I would have regarded that note, 
without an endorser— 

Q. (Interrupting.) —as a perfectly good note? 

A. I should think so. 

Q. Was the Tanana Trading Company a corpora- 
tion or a partnership ? 

A. I think it was a corporation. 

Q. Why didn’t you collect it, then? 

A. It is difficult for me to say at this time why I 
did not collect it. Because of probably some good 
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and sufficient reason. 

. Probably, you say? A. Yes. 

. And there might not have been. 

. There might not have been what? 

. A good and sufficient reason. 

. I should say obviously that there was a reason. 
But do vou not recall what that reason was? 
No. 

. You assume that there was a reason merely 
because the [509] note was not collected. 

A. I should say so, knowing the people. 

(. I say, that is the basis of your assumption, is it 
not? A. How is that? 

Q. Merely because the note was not paid, you as- 
sume that there was a reason for it. 

A. Knowing the people as we knew them, and the 
volume of business we did with them, I should say 
there was some really good reason why it was not 
renewed. 

Q. Another perfectly good note in the sum of 
$3,307, given by J. A. Williams, which was past due 
over twenty-eight months—now, why was not that 
note collected ? 

A. £ think you will find in the same instance that 
that was a note that was secured by collateral. 

Q. You did not press a man if he had security, 
then ? A. If we thought best not to, we did not. 

Q. If a borrower of your bank placed security with 
you at the time he made the loan two and a half or 
three years ago, vou would just let him go, then, did 
you? 
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A. I would, if I thought it was the part of wisdom. 

Q. The security in this instance was mining ma- 
chinery, was it not? A._In some instances, yes. 

Q. Would that security depreciate any in two or 
three years? 

A. I would say all machinery would depreciate in 
time. 

Q. Well, it depreciates in two or three years, too, 
doesn't it ? A. It must depreciate some each year. 

Q. And in that length of time, you would probably 
know the value of the mining claim, too, would you 
not? A. Not necessarily. [510] 

Q. Well, you would be pretty likely to, would you 
not? ie INO) 

Q. You would not have any idea? 

A. I would have an idea, but many times those 
operators have worked two or three years before they 
get their ground opened up. 

Q. And might it not be that the reason you did not 
collect these notes was because the mining claim on 
which you had loaned it, turned out to be worthless ? 

A. Not necessarily so. 

Q. That is not necessarily so, but it might be the 
reason ? A. Anything might be. 

@. Well, you are indulging in a good many sup- 
positions in explaining that it might be—are you 
not—now, another perfectly good note to which 
your attention was called was that of W. Sam Clark 
and others which had been past due for sixteen 
months in the sum of $5,668; why didn’t you collect 
that perfectly good note ? 
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A. I think I gave you every explanation regarding 
that note. 

Q. What was the explanation ? 

A. [stated that that was secured by their property 
on the right limit of Esther Creek; that the property 
had been opened up, and it had been prospected and 
the pay streak located on it; that it is property that 
they had been offered $20,000 for. The pay was 
located above and below that. We had a first mort- 
gage covering that property, and at that time re- 
garded it as sufficient security. 

@. And you would rather have this loan on a 
chance, than have the money ? 

A. Iwould not say that. [511] 

Q. I don’t think your attention was called to a 
note of Heilig & Tozier in the sum of $5183—what 
would you say about that note? 

A. I should say that was a perfectly good note. 

Q@. Another perfectly good note? A. Yes. 

@. That note, at the time when you sold to the 
Fairbanks Banking Company, had been past due 
twenty-three months—why didn’t you collect it? 

A. I can’t understand why we would not have col- 
lected it. My. Heilig was our attorney. ‘There was 
not any time that we did not owe him $500. 

Q. Cannot you give any reason for not collecting 
ie A. No, I cannot. 

Q. As a matter of fact, would there not be some 
usury included in the principal of that note, and did 
not Mr. Heilig assert usury, subsequently when the 
note was attempted to be collected ? 
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A. Never to me. 

Q. There were a good many of those notes that in- 
eluded usury, didn’t they ? 

Mr. McGINN.—We object to that as irrelevant 
and immaterial to the issues involved in this ease, and 
I instruct the witness that he need not answer the 
question. 

Mr. RIDER.—Do you decline to answer the ques- 
tion ? A. What is the question? 

Q. Was there not a considerable amount of usury 
included in the notes which your bank held, as a part 
of the principal of the note? 

A. The legal rate in Alaska, I believe, was one per 
cent. [512] I have no doubt there are notes there 
that bore a rate of interest in excess of that. 

Q. And when notes were renewed you added that 
usurious interest to the principal, and vou made that 
part of the principal of the new note in a great many 
instances ? AY i dont think that was the case: 

Q. You don’t think that ever occurred ? 

A. I say I don’t think that was the custom. 

Q. Did it ever occur? A. I do not reeall 

Gals it not-altact that that was tue ws to the 
Heilig note? 

A. I don’t remember. I don’t remember the note 
being contested. 

Mr. McGINN.—That note has been paid. 

Mr. RIDER.—It was not paid at the time vou sold 
to the Fairbanks Banking Company and had not been 
paid for twenty-three months and I am trying to find 
out why the witness did not collect it. 
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Q. Can you give me any reason ? 

A. Obviously, for a good and sufficient reason, why 
I regarded the note as perfectly good, and I suppose 
if we asked Mr. Heilig for payment, he would have 
paid it. 

Q. But you did not trouble yourself to ask him? 

A. I would not regard that as being the situation. 

Q. Of these perfectly good notes which were past 
due, all the way from eight to twenty-eight months, 
there appears roughly to be a total of some $13,000. 
Do you regard that as good banking ? 

A. Do I regard what? [513] 

Q. Allowing those notes in that sum— 

A. I must have so regarded it if I had permitted 
them to become past due. 

Q. And you think that a purchaser of this stock 
used reasonable banking diligence when he passed 
those notes in that sum that have been past due all the 
way from eight to twenty-eight months, do you? 

A. I do not regard the mere fact that a note is 
past due as necessarily blighting the collateral of that 
note materially. 

Q. I am not asking you about that now. 

A. Well, Lam explaining it. 

Q. You said that Mi. Dusenbury and Mr. Bar- 
nette carefully went over those notes? 

A. Very carefully. 

@. And that you regarded those notes as being 
perfectly good and of this value, didn’t you? 

dG: 

Q. Their face value? A. I did. 
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Q. You think that as a purchaser of the bank stock, 
Mr. Barnette and Mr. Dusenbury exercised 1eason- 
able diligence and reasonable care and cireumspec- 
tion in accepting tls overdue paper, do you? 

A. I regard that they did all that you say, and 
more—that they used good judgment and they got a 
splendid bargain. 

Q. And vou got a splendid bargain, too, didn’t you, 
when you sold at that price? 

A. I do not regard it as being so very splendid. 

Q. Did you consider the bank worth more than 
$250,000? [514] 

A. I regarded it worth $250,000. 

Q. That is not what I am asking you—did you 
regard it worth more than $250,000? 

A. It was not a question as to my valuation or how 
high a valuation we put on it. 

Q. You would not put any higher valuation than 
$250,000 0n it? A. I would not say that. 

Q. Was Mr. Webster as familiar with those values 
as you? Ay Wetiimik 10, 

Q. You think not? A. No. 

Q. Were vou eager to make this sale? 

Q. Only as far as my health was concerned, per- 
sonally. 

Q. It was simply on account of vour health that 
you sold? A. Very largely. 

Q. You thought vou were making a sacrifice in 
making the sale, did you? 

A. I don’t think IT was getting more than it was 
worth, if that is what you mean. 
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Q. You did not think you were getting more than 
it was worth? 

A. No, no. If my health had not been poorly, I 
very much doubt that I would have cared to sell. 

Q. And Mr. Webster did not want to sell at all? 

A. Mr. Webster or My. Joslin, neither of them 
wanted to sell. 

@. But you induced them to make the sale? 

A. I told them I did not care to remain in the 
country any longer. That my health would not per- 
mit it. 

Q. Did you retain any of the stock of the bank 
after you made this sale? [515] A. No. 

. None at all? J IME 

. Did you have control over any after that time? 
. I did not own any stock. 

. You continued to act as a director, didn’t you? 
No. 

. Are you sure of that? 

. Possibly I did temporarily, for a short time. I 
forget, it 1s so long ago. 
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Q. Didn’t you act as a director for some consider- 
able time, Mr. Parsons? 

A. I don’t think for any particular length of time. 

Q. Didn’t you act as a director up to as late as 
April, 1910? 

A. For a short time after I came out I did 
represent them as a director out here, I think. 


Q. And you had to have some stock to do that? 
A. Yes, sir. 
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How much stock did you retain? 
Well, I did not retain any of the original stock. 
Was there some more issued to you? 
I think there was, yes. 
How much? 
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J don’t remember—a qualifying share, I think 
it was. 

Who did you buy that from? 

I do not recall now; I cannot remember. 
How much did you pay for it? 

That I don’t know. 

When did you buy it? 

IT could not tell you that. [516] 

Didn’t you own more than one share? 


>OPOPOPS 


I don’t remember. It was a very nominal 
amount, sufficient to qualify, I guess. 

Q. Do you remember whether you owned as much 
as five shares? A. It may have been that amount. 

Q. What were those shares worth, par value? 

A. I presume the par value would be one hundred 
dollars. 

Q. You cannot say whether you owned as many as 
five shares? 

A. I do not remember what the amount was. 

Q. You do not remember whom you bought any 
from at all? 

A. No. The stock was sent to me from the in- 
terior. 

@. And vou don’t know how it came to be sent to 
vou? A. I do not. 
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Q. Somebody just made you a present of it? 

A. I imagine. 

Q. Just a present? 

A. They didn’t make a present—they sent it out 
here as qualifying shares. JI don’t know what the 
consideration was. 

Q. Why was it necessary to send you the qualify- 
ing shares? A. How? 

Q. I say, why was it necessary to send you the 
qualifying shares? 

A. I presume to act asa director for a period. 

Q. There were enough stockholders to make up the 
board of directors without retaining you? 

A. Yes, but I don’t think they had any one outside 
then at that time; they wanted a trustee—they 
wanted a quorum here to elect new officers or some- 
thing, I forget the particulars now. 

Q. So they just gave you five shares? [517] 

A. I don’t remember what the consideration was; 
it is five years ago. 

Q. After those shares of stock had been transferred 
to you you gave an option back to the bank to repur- » 
chase them, didn’t you? 

A. I imagine I did, ves, sir. 

Q. Don’t you remember just whether you did or 
not? 

A. No, I don’t remember whether I did or not. 

Q. Don’t you remember on May 9, 1910, you gave 
an option to the bank to repurchase the five shares 
which you owned? 
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A. I do not recall it, but I presume that I did if 
you have a record of it—I have not. 

Q. And that was for what consideration, do you re- 
member ? A. I don’t remember. 

Q. You don’t remember ? ALAIN: 

Q. The fact that you had sold your interest in the’ 
Washington-Alaska Bank to the Fairbanks Bank- 
ing Company was kept secret for some time, wasn’t 
it? 

(Counsel for defendant objects as irrelevant, im- 
material and incompetent. ) 

A. No, not kept secret. 

Q. It was not made public, was it? 

A. In what respect? 

Q. Well, you know what making a matter public is, 
don’t you? A. Through the newspaper? 

Q. Well, if that is your construction of the only 
way of making anything public. 

A. When we left there we advertised in the papers, 
at least there was articles to the effect that we were 
leaving and [518] discontinuing our connection 
with the bank, both Mr..Barbour and myself, and go- 
ing outside, and that was J going to associate myself 
with the Washington Trust Company. 

Q. You advertised it through the papers, did you? 

A. Yes. 

Q. What papers did you advertise in? 

A. I think that vou will find it in the paper run by 
Mr. Thompson, IT don’t remember the paper. 

Q. Notifying the public that vou had severed vour 
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connection with the bank at all? 

A. That I was leaving for the outside; that L would 
associate myself in future with the Washington Trust 
Company. 

Q. And that your relations with the Washington- 
Alaska Bank were terminated 2 

A. I do not remember the exact wording of the 
article. 

Q. You did not give that information, did you? 

A. I do not recall just to what extent. 

Q. Wasn’t it understood that you were not to give 
that information ? A. No. 

Q. And that the severance of your relations would 
be kept secret. 

A. No, no, not to keep it secret, nothing of the kind. 

@. Did you and Captain Barnette undertake, after 
that time, or consider the organization of a bank 
composed of stockholders in Seattle and along the 
coast, which would purchase the stock of the three 
banks at Fairbanks? A. No. 

@. No such proposition was ever considered by 
vou? [519] 

LENG: 

@. Did you ever give any interview to the papers 
here in Seattle that such was vour purpose ? 

25 INO, Sie. 

Q. Was the fact of giving such interview dis- 
cussed by you and Captain Barnette? 

A. I don’t know, I am sure—nothing that I had 
any connection with whatever. 
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Q. Do you recall any consideration of such a 
matter ? A. No. 

Q. Or the discussion of it? A. No. 

Q. And it ever being suggested to you? 

PX INTO 

Q. Mr. Parsons, as a banker, when vou expect to ac- 
quire the capital stock of another bank how do you 
go about it to inform yourself as to the value of that 
stock? 

A. Go through the assets of the institution, and 
the habilities. 

Q. Well, is that all—just look them over? 

A. Examine them. 

Q. By examining them, what do you mean? 

A. Go through them. 

Q. Rejecting certain ones and accepting certain 
others, is that what you mean? 

A. Going through and making an examination. 

Q. Well, what do you do to advise vourself—how 
do you advise vourself what the stock is worth? 

A. Exactly as I explained it, going through the 
assets and determining the value of the assets, in my 
opinion, [520] and the habilities. 

Q. How do you arrive at that valuation ? 

A. What do vou mean ‘‘how do you arrive’’? 

Q. Don’t you know what I mean? Ao No. 

Q. You don’t well, suppose that some $500,000 
of notes were presented to you by the bank, how do 
vou arrive at the valuation of those notes? 

A. You go through the notes and look them up— 
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look up the security and the moral risk back of those 
notes. 

@. And if you find any overdue, what do you do 
with them? A. It would depend. 

Q. That is all the answer that you want to make to 
that—‘‘it would depend’’? 

A. Well, wouldn’t it depend? You are asking a 
perfectly general question. 

Q. You state that the book value of this bank was 
$206,000 at the time it was sold to the Fairbanks 
Banking Company. 

A. I think that was the figure. 

Q. What was the other $44,000—wind ? 

. What do you mean ? 

. You sold it for $250,000, didn’t you? 

Yes. 

. What was back of that $44,000 then ? 

. Goodwill. 

. What else? 

. $20,000 of accrued interest that was not carried 
on the books. 

Q. Anything else? 

A. Goodwill, as I stated—earning power of the 
business and [521] of the institution. 

4). That is the goodwill, isn’t it? A. Yes, sir. 

Q. Then the goodwill and the accrued interest was 
all there was back of this $44,000? 

A. That would be approximately it, yes, goodwill 
—the value of the business. 

Q. And against that ought there not to be charged 
something for this overdue paper? A. No, sir. 
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Q. Absolutely nothing ? 

A. No, sir, in my opinion. 

Q. Do you know why all of these perfectly good 
notes aggregating $70,040.40, a list of which has been 
called to your attention by Mr. McGinn, were not col- 
lected by the Fairbanks Banking Company between 
the time that they took them over on September 18, 
1909 and January 1, M911, when the receivers were 
appointed? 

A. No, I would be unable to tell you why they 
were not collected. 

Q. No reason on earth for not collecting them, was 
there? 

A. I can’t say that; I cannot tell you the reason 
why they did not collect them. 

Q. There is no reason that occurs to vou? 

A. It would seem to me that they should have been 
more successful than they had in their collections? 

Q. They were all perfectly good, were they not? 

A. I have given you my opinion. 

Q. Aud that opinion was that they were all per- 
fectly good, wasn’t it—now don’t you care to answer 
that? [522] 

A. IT have given you my opinion repeatedly and I 
have reiterated it. 

Q. I believe you stated that the bank building, its 
real estate, its furniture, fixtures and vaults were 
worth $17,536.23, being the amount they are carried 
at, on September, 1909, is that correct ? 

A. We so regarded it at that time. 

Q. Did you return to Fairbanks at any time after 
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vou sold this bank stock? A. No. 

@. You haven’t kept vourself acquainted with the 
value of real estate then since you left Fairbanks ? 

A. I have paid no attention to it. 

Q. You would know nothing about its value in 
April, 1910 then? A. No. 

Q. You say that the earning power of this bank 
was $15,000 a vear; did vou declare dividends in that 
sum each year? 

A. I could not say each year to that extent, but I 
would say in the aggregate of the years we were 
there it would amount to approximately that. 

Q. For each year $50,000 of dividends were de- 
clared, on an average? . 

A. Approximately. That you will understand, is 
just an estimate offhand. 


Redirect. 

Q. (Mr. McGINN.) The Washington-Alaska 
Bank of Washington was the leading bank in Fair- 
banks? A. Yes. 

Q. And had the largest deposits? 

A. The largest deposits. 

Q. And it handled more gold-dust than any other ? 
[523] A. I think it did, yes. 

(Deposition of witness closed.) 

(Whereupon the further taking of depositions is 
adjourned until Monday, March 16, 1914 at the hour 
of 10:00 o’clock A. M.) 

[Endorsed]: Received Clerk of the Court Office, 
Apr. 20, 1914, Fairbanks, Alaska. Filed in the Dis- 
trict Court, Territory of Alaska, 4th Div. Apr. 20, 
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1914. Angus McBride, Clerk. By P. R. Wagner, 
Deputy. [524] - 
Mr. MeGINN.—TI will now read the deposition of 
Mr. E. L. Webster. (Reads deposition.) [525] 


[Deposition of E. L. Webster, for Defendants. ] 


E. L. WEBSTER, produced as a witness in be- 
half of defendants, being first duly cautioned and 
sworn, testifies as follows: 

Q. (Mr. McGINN.) State your name. 

A. KE, L. Webster. 

@. Where do you live? A. Seattle. 

Q. How long have you resided in Seattle ? 

A. About six years. 

Q. Prior to living in Seattle where did you live? 

A. Well, I spent most of my time in Alaska. I did 
not live any place in particular. 

Q. When did you first go to Alaska or the Yukon 
Territory ? A. About 1899. 

@. You went to Dawson at that time? 

A. Yes, sir. 

Q. And you continued to live in Dawson and 
Alaska until up to a couple of years ago, more or 
less? 

A, About four years ago I made my last trip up 
tliere. 

@. What is your business, Mr. Webster ? 

A. Lam representing the New York Life. 

Q. The New York Life Insurance Company ? 

A. The New York Life Insurance Company. 

Q. How long have you represented them ? 

A. Sixteen years. 
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4). And what position do you hold with them now ? 

A. Iam manager for Alaska and the Yukon Ter- 
ritory now. 

Q. Are you acquainted with an institution that is 
known as the Washington-Alaska Bank, a corpora- 
tion of the State of Washington? [526] 

iby Wes, 

@. Were you one of the original incorporators of 
that institution ? A. Yes. 

Q. It was engaged in banking in Fairbanks, 
Alaska ? We, SSS 

Q. Are you acquainted with the value of that bank 
in the month of September, 1909? DelVigs, sik: 

Q. I will ask you to state whether or not at that 
time you had negotiations, that is if the Washington- 
Alaska Bank had negotiations with the Fairbanks 
Banking Company with regard to the purchase by 
the Fairbanks Banking Company of the Washington- 
Alaska Bank. A. Yes, sir. 

Q. By whom were those negotiations carried on, 
if you know, Mr. Webster? 

A. I think Captain Barnette, but I know that the 
board of trustees of the Fairbanks Banking Com- 
pany were in session daily at that time. 

Q. That is, Captain Barnette representing the 
Fairbanks Banking Companl. A. Yeswcir. 

Q. And who represented the Washington-Alaska 
Bank? 

A. Mr. Parsons, Mr. Joslin and myself. 

@. You finally agreed to sell the Washington- 
Alaska Bank to the Fairbanks Banking Company, 
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didn’t you? wees: 

Q. At what price? 

A. Two hundred and fifty thousand. [527] 

@. Two hundred and fifty thousand dollars? 

A. Yes. 

Q. I will ask you to state whether or not, in your 
opinion, the Washington-Alaska Bank, a corpora- 
tion of the State of Washington, was worth the sum 
of two hundred and fifty thousand dollars at the 
time of the sale and transfer to the Fairbanks Bank- 
ing Company, a corporation ? 

Mr. RIDER.—That is objected to for the reason 
that the witness has not shown himself competent to 
give such testimony. 

A. At that time I thought it was worth more than 
that. 

Q. (Aly. McGINN.) More than the sum of two 
hundred and fiftv thousand dollars? A. Yes, sir. 

Q. I will ask you to state whether or not you are 
acquainted with the resources and Habilities of the 
Washington-Alaska Bank at that time? 
| Loa, eertain extent, 

. You owned about how much of the stock? 

Pew quarter, 

. And Mr. Joslin owned a quarter? a NEES: 
. And Mr. Parsons a quarter? A. Yes. 

. And Mr. Schram a quarter ? 

. The Washington Trust Company and Mr. 
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Schram a quarter. 
Q. How much over the sum of two hundred and 
fiftv thousand dollars did you think that the Wash- 
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ington-Alaska Bank of Washington was worth at 
that time ? 

A. I don’t know that I thought of any particular 
figure. I just simply did not want to sell my inter- 
est for that. [528] 

Q. Why? 

A. Because on account of the profits that it had 
been making and on account of the very bright future 
as it looked to me at that time, of the institution. 

Q. Do you remember what the deposits of the bank 
was at that time ? 

A. As I remember, about seventeen hundred 
thousand dollars. 

Q. Do you remember about how much cash there 
was on hand? 

A. I think seven or eight hundred—seven hundred 
thousand, or in the neighborhood of seven hundred 
thousand—possibly eight, I don’t just remember that. 

Q. How much had the bank been paying prior to 
the time of the sale, approximately I mean? 

A. The profits had been running about fifty thou- 
sand dollars a year from the time that it was incor- 
porated. 

Q. I will ask you to state whether or not it was a 
well established business ? A. Very well indeed. 

Q. I will ask you to state whether or not it was the 
leading bank in Fairbanks at that time? 

. It was the leading bank. 

. And it had the largest number of depositors ? 
. It had the largest number of depositors. 

. And the largest accounts ? 
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A. And the largest accounts. 

Q. I will ask you to state whether or not, in your 
opinion, an institution like the Washington-Alaska 
Bank, having the resources that it had at that time, 
taking, of course, into consideration its liabilities 
aud the fact that for a period of about four years it 
had been declaring [529] a dividend of about 
fifty thousand dollars a year, having at that time in 
the neighborhood of seventeen hundred thousand 
dollars on deposit, and having the standing and the 
goodwill in the community that the Washington- 
Alaska Bank of Washington had at that time, was 
worth in your opinion the sum of two hundred and 
fifty thousand dollars. 

Mr. RIDER.—That is objected to for the reason 
that the witness has not shown himself qualified to 
answer. 

A. Well, I could answer that best by saying that [ 
did not want to sell my interest at that price. 

Q. You regarded your interest worth more than 
that. 

A. J regarded my interest worth more than that. 

Q. I wish you would go on and just state what op- 
position, if any, you made at that time to the sale. 

Mr. RIDER.—I object to that as irrevelant, im- 
material and incompetent. 

A. It seems that M1. Parsons had been negotiating 
with Captain Barnette and had received a telegram 
from the Washington Trust that they were willing to 
sell at two hundred and fifty thousand dollars, pro- 
vided that the other stockholders were agreeable. 
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Mr. Parsons’ health had been very bad for a year, 
possibly two years, and he felt that he had to leave. 
I had a number of talks with Mr. Parsons and a 
number of talks with Mr. Joslin. Mr. Joslin agreed 
with me that we ought not to sell, particularly if 
Parsons could stay, but finally agreed that if Parsons 
would not stay that he would sell; and after, possibly, 
two weeks of bartering backwards and forwards in 
that way, I agreed with the other three that I would 
[5380] sell, but I never would have sold only that 
they all agreed—the other three had agreed. 

Q. (Mr. McGINN.) You did not want to block 
the sale? 

A. I did not want to block it, and keep Mr. Parsons 
away from getting outside, if he felt that it was 
absolutely necessary for him to do so. 

Q. Was there any talk between you and Mr. Joslin 
at that time in regard to getting somebody else to 
take the management of the bank? 

A. Yes, sir, we talked that over very carefully 
many times. 

Q. Who did you figure on getting? 

A. Well, we talked of Mr. Barbour. 

Mr. RIDER.—This is all objected to as irrelevant, 
immaterial and incompetent. 

A. (Continuing.) We talked of Mr. Barbour, 
Mr. Hawkins, and Mr. Findlaison of Dawson. 

Q. (Mr. McGINN.) Connected with what bank? 

A. With the Bank of British North America. 

Q. What position did he occupy in it? 

A. At that time he was the assistant manager and 
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later manager of the Bank of British North America. 

Q. Do you know what investigation was made by the 
officers and directors of the Fairbanks Banking Com- 
pany with regard to the assets and liabilities of the 
Washington-Alaska Bank of Washington, prior to 
the time of its purchase by the Fairbanks Banking 
Company ? 

A. I know that they did examine them very care- 
fully for possibly a week or two. 

Q. Do you know by whom that examination was 
carried on ? 

A. I would not say for sure. I know Captain 
Barnette was [531] always present and active. 
I rather think that Bert Jackson or Dusenbury— 
Dusenbury and Bert Jackson, possibly, were active 
in that examination. I know that they looked the 
books over carefully. 

Q. At that time that is, upon the 15th day of 
September, 1909, the Washington-Alaska Bank was 
carrying the building and real estate in the sum of 
$17,536.23; now state whether or not, in your opinion, 
that was a fair valuation upon that property. 

Mr. RIDER.—I object to that for the reason that 
the witness has not shown himself qualified to answer. 

A. I should think so. 

Q. (Mr. McGINN.) You had spent considerable 
time in Fairbanks, had you not? 

A. [had been there every year from the beginning 
of the camp. 

Q. Were you acquainted with the values of real 
estate in the neighborhood of the Washington-Alaska 
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Bank of Washington ? 

A. Yes, sir. I owned a half interest, I think, 
right across—in the building across the street. 

@. And you feel as though you are competent to 
pass upon the fair and reasonable value of lots in the 
town of Fairbanks and in that neighborhood? 

A. J should think so. 

@. You said that Mr. Joslin was reluctant to sell; 
that he was of the same opinion you were, in other 
words? 

A. He was of the same opinion I was, provided 
Mr. Parsons would stay, or we could find a man of 
equal ability. 

Q. Mr. Parsons had been actively in charge of the 
business [532] from its inception up to this time? 

A. From the start. 

Q. And, of course, he knew more about the details 
of the business than any other of the officers, direc- 
tors or stockholders of the institution. 

A. Yes, sir. 


Cross-examination. 

Q. (Mr. RIDER.) Mr. Webster, do you remem- 
ber the amount of the capital stock of the Washing- 
ton-Alaska Bank ? A. At that time? 

@. Yes, sir. A. $150,000. 

Q. Were you living in Fairbanks at the time of the 
sale? A. Yes, sit 

Q. Aud were you in charge of the affairs of the 
Washington-Alaska Bank? A. No, sir. 

Q. What business were you in at that time? 

A. J was in the insurance business. 
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Q. You were not an officer in the Washington- 
Alaska Bank? A. A trustee. 

Q. You had a board of trustees which acted the 
same as a board of directors? 

A. Yes, sir, or J was a director—you can call it 
either way. 

Q. Did your board of directors frequently go over 
the assets and liabilities of the Washington-Alaska 
Bank ? A. Well, in a general way. 

Q. How do you mean by that? 

A. We would discuss the deposits and the loans— 
the individual [533] loans quite often. I had my 
office in the bank building. 

Q. You mean you would discuss them as individu- 
als or as a board of directors? AS, Both, 

Q. Did you ever, as a board of directors, go over 
the notes that were held by the bank ? 

A. Why, I could not say as to that—the entire 
holdings—I don’t just remember. 

Q. Did you ever personally examine the notes that 
were held by the bank? A. In a general way. 

Q. Well, what do you mean by ‘‘a general way’’? 

A. I would overlook and be present at these sev- 
eral meetings we would have every year. 

Q. You would only have a meeting once a year. 

A. We would have several meetings. 

Q. How frequently would you have them in the 
year ? 

A. I don’t know—we met—besides the annual 
meeting we met on call. 

Q. At those meetings did you ever at any time have 
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all of the notes of the bank before you? 

A. I don’t know as to that. 

Q. You do not recall any particular occasion ? 

A. I do not recall whether they were all checked 
over and discussed or not. 

Q. You would just have a lump statement of the 
amount of the note. 

A. Well, we knew pretty well—Mr. Joslin and I 
knew pretty well the loans that were made and the 
people who had the loans. [534] 

Q. That is at the time the loan was made. 

A. Yes, sir. 

Q. Afterwards did you ever talk those loans or 
check them over to see whether or not they were 
paid ? A. Yes. 

Q. To see that they were paid ? 

A. Yes, sir, we looked them over very carefully. 

@. What was your custom respecting past due 
paper ? 

A. Well, the rules of the bank was not to carry 
any past due paper unless the interest was paid. We 
would try and get it removed and keep the interest 
paid. 

Q. If you remember you may state then what was 
your custom. A. To collect it if possible. 

Q. And if not possible, then what ? 

A. Mr. Parsons was always doing the best he could 
to get it collected. 

Q. What was your custom about collecting it; did 
you still carry it as an asset of the bank ? 

A. I don’t know. As I remember now, there were 
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small notes charged off every year that were consid- 
ered worthless. I do not think, as I remember it—I 
don’t think any notes were ever carried as assets that 
we did not consider collectible. 

Q. Well, as to whether or not they were past due; 
did you continue carrying any considerable amount 
of past due paper as assets of the bank? 

A. I don’t know that I could answer that. If the 
note was good it was carried. If we considered it 
good it was carried as an asset even though it might 
happen to be past due. [535] 

Q. Would you take any steps for renewals of it? 

pe, Wes acin 

Q. How long would you allow a note to remain in 
the bank without a renewal after it became past due? 

A. I don’t know—not being in any way connected 
with the management of the bank, I was depending 
upon the manager for that end of it. 

Q. Asa director you were connected with the raan- 
agement of the bank. 

A. As a director I was connected for awhile, not 
all of that renewing and collecting of notes came up 
to the manager of the bank. 

Q. Did it ever come up to the board of directors, 
that fact that there was a considerable quantity of 
past due paper in the bank? 

A. Well, I generally knew how much there was. 

Q. Can you give me an idea what was your custom 
as to the amount which you usually carried? 

A. No, I could not. I made no memorandum of it. 

Q. In figuring the value of bank stock what do you 
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do respecting past due paper? 

A. Well, I did not figure that we had any paper 
that was not good at the time. 

Q. I did not ask you that; I asked you, in figuring 
bank stock how you would dispose of past due paper, 
as to the value of that? 

A. Well, I did not figure any value of it—I did not 
figure any value on it. 

Q. You mean you eliminated it from the value? 

A. I did not figure it at all—I was only going on 
the [586] past record of the bank when I got at 
the value of my stock. 

Q. You figured, then, that because the bank had 
been paying dividends and had been earning profits 
in the amount of $50,000 a year, that that fact of it- 
self satisfied you that the stock was worth $250,000, 
with reference to the past due paper that was in the 
bank, or the liabilities ? A. Yes. 

Q. Well, would you have considered the paper in 
that bank, paper which should be carried as an asset 
of the bank, figured as an asset of the bank, in deter- 
mining the value of its stock, which was as much as 
two years past due? 

A. Well, I would, if it was good. 

Q. Just take paper of that kind that was two years 
past due; would you have considered that when you 
were buying the stock of the bank, as an asset of the 
bank ? 

A. When you are figuring past due paper, are you 
figuring that there was no interest paid during that 
time ? 
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Q. Well, we will take it that there is no interest 
paid. A. During that time? 

Q. Yes. 

A. Well, if I was figuring the value of that par- 
ticular note I would not figure it at one hundred cents 
on the dollar. 

Q. How much would you depreciate that note? 

A. I don’t know. 

Q. The valuation which you have placed on the 
stock is based upon your desire to sell it or not, is it 
not, and not upon the valuation as a purchaser? 

A. Yes, sir, you can put it that way. [537] 

Q. Now, if you were buying stock in the Washing- 
ton-Alaska Bank, would you not have examined the 
character of its past due paper and the amount of it? 

A. I certainly would. 

Q. If you had been buying stock in the Washing- 
ton-Alaska Bank at that time, would you have paid 
par for past due paper? 

A. Why, I am not competent to answer that—I 
would if I wanted it. 

Q. Asa purchaser of that stock? 

Mr. McGINN.—We object to that, because it is not 
a question whether the paper is past due or not; it 1s 
simply a question as to the value of that paper— 
paper may be past due and still perfectly good. 

Q. (Mr. RIDER.) As a purchaser of the stock 
of the Washington-Alaska Bank would you not have 
required them to have charged off their past due pa- 
per before you figured the value of the capital stock? 

A. Well, that would be—that would depend en- 
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tirely upon the deal. 

Q. Suppose that the paper was past due for as 
much as two years? 

A. I might want them to charge it off. 

@. As a purchaser ? 

A. As a purchaser, but I might buy the stock if 
they did not charge it off—that depends entirely 
upon the buyer. 

@. Did you know that on September, 1909, there 
was held by the Washington-Alaska Bank notes 
which were past due which aggregated over $70,000? 

A. I did not know the exact amount; I knew there 
was some notes [538] past due. 

@. Did you know as a director that there were 
notes in that sum or about that sum which were past 
due at that time? A. I did not know the amount. 

Q. Did you understand— 

A. (Continuing.) I knew that there was some 
past due notes, but I did not pay much attention as 
to how much. 

@. You did understand that it was in an amount 
nearly as large as $70,000. 

A. I did not pay any attention to that. 

@. Did you know what the total amount of the 
loans carried by the Washington-Alaska Bank was 
on September 13, 1909? APNG, 

Q@. You did not know whether it was in the neigh- 
borhood of $260,000 or not? 

A. Well, I should think it was more than that, but 
I did not know. 

Q. Assuming that it was $258,000 and that there 
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was $70,000 of those notes past due, would you still 
think that that stock was worth $250,000 ? 

ue Yes, sir. 

Q. You are willing to take past due paper as a 
purchaser ? A. I did not say that. 

Q. But as a seller you were willing to unload it? 

A. As a seller I was finally willing to sell at that 
for1ce, 

Q. Glad to sell at that price? 

A. Iean’t say I was glad to—I did not want to sell. 

Q. At that time you say it was not known to you 
that of the total amount of notes which the bank car- 
ried, over $70,000, were past due. [539] 

A. I did not pay any attention to that part of it. 

Q. That did not concern you as a seller very much? 

A. No, sir. 

Q. Were vou acquainted with the individuals 
whose notes the Washington-Alaska Bank held at 
that time? A. Generally. 

Q. Did you know one W. M. Anderson? 

A. Is that the drug man? 

(). Yes. A. Yes, sir, very well. 

Q. Did you know that he had a note which had 
been due for over two years, held by the Washing- 
ton-Alaska Bank at that time, in the sum of $125? 

A. J do not remember that. 

Q. Would you have considered, as a purchaser, a 
note of W. M. Anderson which had been past due for 
over two vears worth its face value? 

Mr. MeGINN.—To which we object on the ground 
that that is a note of W. M. Anderson and Oscar 
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Anderson—there were others in connection with it. 

Q. (Mr. RIDER.) Would you have considered 
a note of the firm of W. M. Anderson and Oscar An- 
derson, held by the bank and which had been past 
due for over two years, or for two years, as a par 
asset of the bank if you were, as a purchaser, seek- 
ing to buy the stock of that bank, for the sum of 
$125? 

A. Well, I should think that the Anderson boys’ 
note for $125 would be good. I do not just under- 
stand why it was so long past due. 

(. Would not the fact that it was so long past due 
[540] depreciate the value of that note in your esti- 
mation as a purchaser of the stock of that bank? 

A. If I had been a purchaser of the bank I do not 
think I would have paid much attention to a small 
note like that. 

Q. You would have paid no attention at all to a 
note like that because of the size of it; is that it? 

A. Because the Anderson brothers I would con- 
sider good for the amount. 

Q. And you would take their note even though it 
had been dishonored for two years? 

A. Had there been any interest paid on that note? 

Q. Well, we will say that there had been none paid 
on it. 

A. I do not remember anything about that particu- 
lar case—I do not know whether I would have con- 
sidered it or not. 

@. Suppose the interest had been paid in it, then 
what? 
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A. I would consider the note absolutely good. 

Q. You would consider the note absolutely good 
even though it was two years past due? 

A, Yes. sir, 

@. As a director did you sanction paper remain- 
ing in your bank until it was over two years past 
due ? 

A. I think interest could be paid on a past due note 
to keep it alive all the while. 

Q. And you would consider that good banking? 

A. I was not doing the banking. 

Q. You were a director. 

A. I was a director of the bank, but had nothing 
to do with the active management of it. 

Q. The officers of the bank were subject to the con- 
trol of [541] the directors, were they not? 

Mr. McGINN.—That is admitted, that is a legal 
conclusion, 

Q. (My. RIDER.) You knew that, didn’t you? 

A. I knew it, but I paid no attention to it. 

@. The fact of the matter is, you did not know 
that the officers of the bank were permitting these 
past due notes to remain in the bank, did you? 

A. I may have known that as to any notes of con- 
sequence, but I paid no attention to a trifling note 
like that. 

@. Would you consider a note in the sum of 
$5,668.30 one of consequence ? 

A. I should say so. 

Q. You did not know that the note of W. Sam 
Clark in that sum was in your bank and had been 
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due for sixteen months? 

Mr. McGINN.—To which we object on the ground 
that it is irrelevant, immaterial and incompetent and 
it is not a question as to whether or not the note was 
past due, but the question is as to what was the value 
of the note at that time and the probability of its 
being paid and the responsibility of the parties who 
signed the note. 

A. I would consider Mr. Clark’s note good for 
that amount. 

Q. (Mr. RIDER.) Even though his note had 
been past due for sixteen months ? A. Yes, sir. 

Q. And as a director of the bank you would have 
authorized your cashier to retain that note without 
any renewal, although it was past due for sixteen 
months? 

A. Well, that would be possible that there was 
Some good excuse for it not being renewed; he may 
have been out of town or he may have been paying 
the interest, or [542] something of that kind. 

@. Could he not have been found within sixteen 
months? 

A. I do not say as to that. I know that he is in 
and out—he is an operator. 

Q. If you had been a purchaser of the stock of 
that bank, instead of a seller, on September 13, 1909, 
would you not have required that note of W. Sam 
Clark’s that I just called your attention to, to be 
charged off? 

Mr. McGINN.—That is objected to as irrelevant, 
immaterial and incompetent and it is not a question 
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as to what he would require or his opinion as to what 
the bank should require, but it is a question as to 
the value as an asset of this particular note at that 
time. 

A. Well, not necessarily. I might have been 
mighty glad to have gotten hold of the stock of that 
bank if I had been a purchaser, regardless of past 
due notes. 

Q. (Mr. RIDER.) And to take this note at that 
valuation? A. Certainly. 

Q. You think as a purchaser you would have done 
that? A. Imight have done it. 

Q. Well, would you have done it? 

A. I can’t say that. I was not a purchaser, but 
I might have been mighty glad to have bought it if 
I had been the other fellow. 

Q. What makes you think that you might have 
been so glad to have bought it? 

A. Beeause it was the bank in town that was doing 
the business of the town and if I had owned the Fair- 
banks Bank and could have bought the stock of that 
T would not have considered the price that I was 
paying for it— [543] I would have considered 
vetting it, Just the same as they did. 

q. I don’t understand what you mean by that. 

A. I mean by that that as a seller I was not neces- 
sarily furnishing one hundred cents on the dollar in 
stock and in assets. 

@. Oh, I understand you. 

A. (Continuing.) I was selling it for $250,000— 
not whether the stock was worth that or not. 
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Q. You did not consider then it was necessary to 
consider the value of the stock in that sale? 

A. No, I was not— 

Q. Cinterrupting.) It was just worth what you 
could get for it, is that it? 

A. I thought it was worth more than I could get 
hor 1, 

Q. I believe you stated that you were very reluc- 
tant to sell and only sold because of the fact that Mr. 
Parsons could not remain there? 

A. Lonly sold because the other three were willing 
to. 

Q. Well, you spoke something about your reluc- 
tance to sell as being affected by the fact that Mr. 
Parsons could not remain there? Aw Wes) Sir. 

Q. That had considerable to do with it? 

A. That had considerable to do with it. 

Q. Mr. Parsons was himself a considerable asset 
of that bank, wasn’t it? A. I should think so. 

Q@. And really a larger asset than any other indi- 
vidual asset that the bank had, wasn’t he? [544] 

Mr. McGINN.—We object to that. 

Q. (Mr. RIDER.) His personality. 

A. I cannot put a value on his personality in dol- 
lars and cents. 

Q. Well, without Mr. Parson’s connection with 
that bank how much would you have paid for it? 

A. Well, if I had been a buyer and wanted it I 
would have paid what I had to pay to get it. 

Q. How much would you have considered the stock 
worth ? 
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A. I would have considered the property cheap at 
$250,000, if I had been an opponent of the bank. 

Q. Even without Mr. Parsons’ connection? 

A. Yes, sir. 

Q. Then Mr. Parsons’ connection with the bank 
did not enhance the value of the stock a bit, did it? 

A. Physically, possibly not. 

Q. Why did you not remain there then and retain 
your stock if you were reluctant to sell? 

A. Because Mr. Joslin and My. Schram and Mr. 
Parsons agreed to sell, provided I would, and I was 
simply just whipped into line. 

Q. Then the fact of Mr. Parsons leaving the bank 
did not have anything to do with your selling, except 
that you wanted to retain vour personal relations 
with him, is that it? 

A. I did not want to sell if we could keep the bank 
in as good hands as Mr. Parsons—as I considered 
Mr, Parsons was. 

Q. Then you do consider that Mr. Parsons himself 
was a considerable asset to that bank, don’t you? 
[545 | 

Mr. MeGINN.—Objected to as incompetent, i- 
relevant and immaterial. 

A. I would consider hin valuable. 

Q. (Mr. RIDER.) And that value a purchaser of 
the stock would lose when My. Parsons retired, 
would he not? 

‘A. Not necessarily. They were buying it with 
the understanding that he would retire. 

Q. Now, did you know that there was a note held 
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by that bank on September 13, 1909, signed by Gar- 
vin, Simonson et al., which was twenty-eight months 
past due, in the sum of $6,717.34? 

A. I don’t remember that particular note. 

Q. Did you regard:that note as good? 

A. Well, I can’t say that I know very much about 
that note. 

Q. As a purchaser of the bank would you have ac- 
cepted that note at that sum? 

Mr. McGINN.—To which we object, because the 
witness is shown clearly to be incompetent, because 
he says he knows nothing about that particular note 
and does not recall at this time that particular note 
and he cannot say what he would do then. 

Q. (Mr. RIDER.) You are acquainted with those 
parties, Garvin, Simonson & McRae? 

A. Just in a personal way. 

Q. You know their financial standing and you 
knew it at that time, didn’t you? 

A. Well, I should have considered that note good at 
that time. 

@. And as a purchaser at that time you would 
have taken that note, even though it was twenty- 
eight mouths past [546] due? 

A. At this time I do not know what the security 
was. I do not know anything of the particulars of 
it. I probably would have taken that note at that 
figure, as far as I know now. 

Q. Even though it was twenty-eight months past 
due? 

A. Well, I don’t know anything about that part- 
ticular note. 
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Q. Assuming that it was twenty-eight months 
past due? 

A. Was there no interest paid on that? 

Q. Well, we will say no that there was not. 

A. Of course I do not know what the cireum- 
stances were that it should be so long past due. 

Q. Well, assuming that the interest had been paid, 
then would you have taken that note? 

A. I considered the note good, of course. 

Q. Why did you not take new notes for those 
notes? A. I don’t know. 

Mr. McGINN.—We object to that—what differ- 
ence does it make whether it was the old note or a 
new note, the obligation was there just the same. 

Mr. RIDER.—You know as a lawyer that 1t makes 
a difference when a note is past due. 

Mr. McGINN.—When it is held by the bank what 
is the difference whether it is past due or not? 

Mr. RIDER.—You know better than that; when a 
note is assigned you know the effect of it. 

(. Were you acquainted with the Tanana Trading 
Company at that time? 

A. I might know the names of the individuals bet- 
ter than I would the name of the company. [547] 

Q. I do not know anything about it except the 
nane of the Tanana Trading Company. 

Q. Was that the Dickey Company or the Clark? 

A. Lean’t tell you—did you know that there was a 
note held by the bank on the 13th day of September, 
1909, of the Tanana Trading Company in the sum of 
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$2,175.82, which was fifteen and a half months past 
due? 

Mr. McGINN.—I object to that as irrelevant, im- 
material and incompetent and as not tending to show 
the value of the note at that time. 

A. What was the question ? 

Q. (Mr. RIDER.) I asked you if you knew that 
there was a note held by the bank on the 13th day of 
September, 1909, of the Tanana Trading Company 
in the sum of $2,175.85 which was fifteen and a half 
months past due? A. I do not remember it. 

Q. Mr. Webster, have you been engaged in the 
banking business to any other extent than your con- 
nection with the Washington-Alaska Bank? 

A. No, sir, except as a stockholder in the Dexter 
Horton National Bank. 

Q. Are you a stockholder now in the Dexter Hor- 
ton National Bank ? A. Yes, sir. 

Q. You are not an officer in that bank? 

A. No, sir. 

Q. You are not familiar, then, with the handling, 
the buying and selling of bank stock? 

A. Well, now, I never had bought and sold very 
much. 

Q@. Well, you never sold any except the Washing- 
ton-Alaska Bank [548], stock, did you? 

A. No, sir. 

@. And you never bought any except the Dexter 
Horton National Bank stock? A. No. 

Q. When did you buy your Dexter Horton Na- 
tional Bank stock? 


us. F. G. Noyes. 629 


(Deposition of E. L. Webster.) 

A. I bought several little lots from time to time. 

Q. Were you acquainted with A. Rippa? 

me Yes. 

Q. You were acquainted with him ? 

oe Yes, Sir. 

Q. Did vou know that he had past due paper in the 
bank on September 13, 1909, in the sum of $3,766.66 
which was over three months past due? 

A. I did not know the particulars. I knew he was 
a debtor of the bank—lI did not know the particulars. 

Q. Did you know A. H. McNeer? 

A. Yes, sir, very well. 

Q. Did you know that he had past due paper in 
the bank on that day which was eight months past 
due, in the sum of $726.56? 

A. I knew he was a debtor of the bank. 

Q. Well, did you know his paper was past due? 

A. I don’t remember. 

Q. Can you say as to whether or not it is a custom 
in banking circles, or was such custom in Septem- 
ber, 1909, to charge off past due paper? 

Mr, McGINN.—To which we object. It is not a 
matter of custom; it is what this particular bank did. 

A. What is the question? [549] 

(Question repeated.) 

A. I don’t know. 

Q. (Mr. RIDER.) What was your answer ? 

A. I don’t know. 

(). 1 believe you stated that the real estate held by 
the bank, in your opinion, was worth $17,536.23? 

A. Yes, sir. 
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Q. When did you leave Fairbanks after you sold 
your stock? A. I should say in about two weeks. 
Q. Have you returned there since? A. Yes. 

Q. When was the next time you were back there? 

ue Ne mext sp nine 

Q. About what time? 

A. Why, I think I reached Fairbanks in about 
May. 

Q. Had real estate advanced any in Fairbanks by 
the time you got back there in ik 

A. I don’t know. 

Q. You still owned real estate there? 

A. And I still do yet. 

Q. And you were as familiar with it in May as in 
September, were you not? A. Yes. 

Q. What would you think was the value of the 
Washington-Alaska Bank building and its real es- 
tate in, say, April or May, 1910? 

A. I would not think that it had depreciated very 
much. 

Q. Would you think it had increased any? 

A. No, I don’t know that it would have increased 
very much. 

Q. You think it would have remained about the 
same? [550] A. About the same I should think. 

Q. Now, I believe you stated that the bank was 
carrying, in September 13, 1909, about $700,000 in 
cash—are you just making a guess at that? 

A. I was just making a guess at it. Of course 
every statement they had made for years would vary 
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up and down and I do not remember any particular 
annual statement. 

Q. By the term ‘‘cash’’ do you include gold-dust 
and bullion, or just currency ? 

A. Well, I would say that the bank never carried 
very much gold-dust or bullion. Their cash on hand 
was usually actual cash. The bullion and gold-dust 
was shipped. 

Q. That is just a matter of opinion on your part? 

A. That is a matter of opinion on my part. 

Q. Don’t you know as a matter of fact that they 
had $221,000 of gold-dust on hand? 

A. It would be possible. They ship that much at 
atime. They ship as high as $500,000 at the time. 

Q. The opinion which you have given respecting 
the value of this stock, Mr. Webster, is based upon 
your standpoint as a seller? A. Certainly. 


Redirect Examination. 

Q. Clr. McGINN.) You were around the bank a 
great deal of the time during the time that you were 
in Fairbanks, were you not? A. Yes, sir, 

Q. And you and Mr. Parsons and Mr. Joslin had 
been very friendly and intimate for years? [551] 

A. Yes, sir. 

Q. And you naturally discussed the business of 
the bank between you day after day? A. Yes, sir. 

@. And as a matter of fact you knew about all the 
principal loans of the bank at that time, didn’t you— 
you knew just about what they were? 

A. I knew about what they were, yes. 

Q. And you also had in mind at that time about 
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how much of those notes were good and about how 
much were bad? A. Why, I should say so, yes. 

Q. Now, what you considered bad notes or bad 
debts you wiped off at certain times, didn’t you? 

A. Every year they were charged off. 

Q. Don’t you know that it is very common to allow 
notes to continue past due in Fairbanks, in all the 
banks there? A. Yes. 

Q. For instance, take the note of Frank Lawson— 
you know T. F. Lawson? A. Very well. 

Q. At the time of the sale to the Fairbanks Bank- 
ing Company there was a past due note of his in the 
sum of $4,344.50—now, merely because that was past 
due would not affect its value in your mind, would 
it? ASN Ota tue 

Q. You knew he was absolutely good for it? 

A. Absolutely. 

Q. And there was a note of Heilig & Tozier for 
the sum of $513 that was due from October 8, 1907; 
would you consider that a good note at that time? 
[552] <A. Absolutely good. 

Q. There was a note of J. C. Kenney that was due 
from May 2, 1909, in the sum of $156.03; would you 
have considered that note good? A. Absolutely. 

Q. There is a note of the Rose Cigar Company 
dated September 2, 1908, in the sum of $1,060; would 
you have considered that a good note? 

A. I would. 

Q. The mere fact that it was past due would not 
make any difference to you in placing a valuation 
upon those notes as long as you knew that the par- 
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ties were good? A. Not a bit. 

Q. And that is true of all these notes here? 

A. Yes, sir. 

Q. Do you know any reason why that note against 
W. Sam Clark was not collected ? A. No. 

Q. Do you know any reason why the note against 
Simonson was not collected? A. No. 

Q. You considered Arthur McNeer worth $726, 
didn’t you? 7a, AL LCE 

Q. And Oscar and Walter Anderson were engaged 
in the drug business? A. Yes, sir. 

Q. They were men of good standing in the com- 
munity? A. Yes. 

Q. And their note for $125 would be considered by 
anybody in there as good at that time? [553] 

A. I should say so. 

Q. Do you know any reason why it has not been 
collected ? AN. 

Q. You knew in a general way just about the actual 
condition of the bank at the time of the sale to the 
Fairbanks Banking Company ? A. Yes, sir. 

@. And upon that and upon the standing of the 
bank in the community, you fixed the valuation which 
you have placed upon it. A. Yes. 


Recross-examination. 

Q. (Mr. RIDER.) If those notes which Mr. 
McGinn called your attention to were good, why were 
they not collected while they were held by the Wash- 
ington-Alaska Bank ? A. I don’t know. 

Q. Why were they not collected while held by the 
Washington-Alaska Bank prior to the time they 


634 John A. Jesson et al. 


(Deposition of E. L. Webster.) 
were transferred to the Fairbanks Banking Com- 
pany ? 

A. I do not know. The interest may have been 
paid regularly on them. 

Q. How much bad notes did the Washington- 
Alaska Bank hold in September, 1909? 

A. I do not know. 

@. Did it hold any? A. I don’t know. 

Q. You stated it was the custom to charge off each 
year the bad notes; what time in the year did you 
make that charge-off? [554] A. I don’t know. 

. You don’t know ? 

A. I could not tell you that. 

Q. Well, you say—you stated that such was the 
custom, didn’t you? 

A. It was—I don’t know—what I meant by that— 
I don’t know that they were charged off at any par- 
ticular time. J am rather inclined to think that they 
were charged off when it was discovered that they 
could not be collected. 

@. You stated that at the end of each year you 
charged off the bad notes, didn’t you? 

A. I presume that at that time any that had not 
been charged off before were charged off. 

Q. At the end of each year? 

A. Well, I would not say that positively. 

Q. When did your fiscal year begin? 

A. I might qualify my statement about not being 
more familiar with the bank, in this way, that I was 
not a trustee or a director in the bank at the begin- 
ning—possibly the first three or four years—at the 
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beginning of the bank I was not a trustee. 

Q. How long were you a trustee prior to the sale? 

A. I should say a year, I would not be positive 
about that. 

Q. Were there any bad notes charged off during 
the time you were trustee ? 

A. Well, I don’t know exactly about that. 

Q. Well, you made some reference to charging off 
bad notes; do you know what the amount of the bad 
notes was that were held by the bank in September, 
1909? 

A. I do not know anything about it. [555] 

Q. It had some, didn’t it? 

A. I don’t know that—it may have had for all I 
know. 

(Deposition of witness closed.) 

[Endorsed]: Received Clerk of the Court Office, 
Apr. 20, 1914, Fairbanks, Alaska. Filed in the Dis- 
trict Court, Territory of Alaska, 4th Div. Apr. 20, 
1914, Angus McBride, ‘Clerk. By P. R. Wagner, 
Deputy. [556] 

Mr. McGINN.—I desire now to read the deposition 
of F. E. Barbour. (Reads deposition.) [557] 


[Deposition of Frank E. Barbour, for Defendants. | 


FRANK E. BARBOUR, produced as a witness in 
behalf of defendants, being first duly cautioned and 
sworn, testifies as follows: 

Q. (My. McGINN.) State your name. 

A. Frank E. Barbour. 

Q. Where do you reside, Mr. Barbour? 
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A. Spokane, Washington. 
Q. How long have you lived in Spokane, Wash- 
ington ? A. About four years. 
Q. What is your occupation, Mr. Barbour ? 
A. Auditor of the Day & Hansen Security Com- 
pany. 
@. How long have you been with them? 
A. A little over a year. 
Q. And prior to that time what were you doing? 
A. I was deputy state bank examiner for three 
years. 
Q@. For the state of Washington? A. Yes, sir. 
Q. Prior to coming to the state of Washington, 
where did you live? A. In Fairbanks, Alaska. 
. When did you go to Fairbanks, Alaska? 
) Lvent-on ApmlGih, 1o0a: 
. How long did you continue to live there? 
. Four years and a half. 
. And while in Fairbanks, Alaska, what did you 
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do 

A. I was cashier of the Washington-Alaska Bank 
during that time. 

Q. And as cashier of the Washington-Alaska Bank 
of Washington, you were familiar with the resources 
and habilities of that bank during the time that you 
were there? [558] 

A. I was; I had charge of them all. 

Q@. Were you at Fairbanks at the time that the 
Washington-Alaska Bank of Washington sold out to 
the Fairbanks Banking Company? A. I was. 

Q. And at that time were you familiar with the re- 
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sources and the liabilities of the Washington-Alaska 
Bank? A. Iwas. 

Q. Do you know, approximately, about what the 
amount of the deposits of the bank were at that time ? 

A. Yes, sir, approximately $1,800,000. 

Q. And do you remember about what thei loans 
and discounts amounted to at that time ? 

A. No, I do not. It seems to me it was something 
like $150,000; I am not sure about that though. 

Q. $258,000. A. I know it was very small. 

Q. Do you remember what percentage of cash you 
had on hand? 

A. In our September 15th statement that year, 
somewhere along about—we had $1,674,000—more 
than 93 per cent of the deposits on hand in cash or 
due from banks subject to our check. 

Q. Do you know what the earning capacity of that 
bank was during the years 1905-6-7-8 and up to 
September of 1909? A. Yes, sir, I do. 

Q. Will you state approximately what they were 
per year? 

A. Well, I don’t know—I have not ever figured it, 
but the capital and surplus and profits as shown by 
the statement of September I think it was something 
like from two hundred and eighteen to two hundred 
and twenty-five [559] thousand—you might say 
nearly all profits from the business. 

Q. But there had been dividends declared. 

A. There had been dividends on approximately one 
hundred per cent of the capital declared at the end of 
the first vear. 
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Q. The book values of the bank, according to the 
statement of September 13, 1909, was approximately 
in the sum of $206,000; do you remember whether or 
not at that time there was earned accrued interest 
that was not included in the book values ? 

A. Yes, [ remember making it up, but I could not 
say just what the amount was. It seems to me that 
I had in amount something about $218,000. Now, 
what the other $12,000 was made up of I could not 
say. 

Q. Were you there at the time that the negotiations 
were carrier on between the Fairbanks Banking 
Company and the Washington-Alaska Bank in re- 
gard to the purchase? A. I was. 

Q. Do you know the amount that the Fairbanks 
Banking Company paid for the Washington-Alaska 
Bank ? A. $250,000. 

@. I will ask you to state whether, in your opinion, 
with the knowledge of the conditions of the Washing- 
ton-Alaska Bank and the amount of business that 
they had done and their condition at that time, the 
sum of $250,000 was a fair, reasonable and conserva- 
tive price for the Washington-Alaska Bank ? 

(Counsel for plaintiff objects as irrelevant, 1m- 
material and incompetent.) [560] 

A. I think the price was very low. 

Cross-examination. 

Q. (Mr. RIDER.) Do you own any stock in the 
bank? 

A. I own enough shares to make me a director. 

Q. How many shares did that make? 
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A. One share? 

Q. This item of $218,000 to which you have re- 
ferred, what was that made up of ? 

A. Capital, surplus and profits collected and un- 
collected, as I remember it. 

Mr. RIDER.—That is all. 

(Deposition of witness closed.) 


[Endorsed]: Received Clerk of the Court Office, 
Apr. 20, 1914, Fairbanks, Alaska. Filed in the 
District Court, Territory of Alaska, 4th Div. Apr. 20, 
1914, Angus McBride, Clerk. By P. R. Wagner, 
Deputy. [561] 


[Testimony of Sidney Stewart, for Plaintiff 
(Recalled). ] 

SIDNEY STEWART, resumes his testimony on 
direct examination. 

Mr. McGINN.—Q. Have you got the daily record 
balance book of the Washington-Alaska Bank of date 
the 13th day of September, 1909 ? 

A. The daily balance record ‘book ? 

Q. The daily statement book. A. Yes. 

Q. If you will take a piece of paper and a pencil 
again—W hat date is that? 

A. September 138, 1909. 

Q. What does it show the amount of assay clip- 
pings that there were on hand on that date, that 1s, 
gold? A, $3,473.75. 

Q. How much gold-dust? 

A. Gold-dust $221,919.71. 

(. How much gold bullion? A. $6,000. 
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Q. How much money did they have on deposit with 
the Washington Trust Company ? A. $258,734.42. 

Q. How much on deposit with Wells Fargo Nevada 
National Bank? A. $760,033.43. 

Q. How much with the Bank of Manhatten? 

A. $2,680.47. 

Q. How much with the National Bank of Com- 
merce, Tacoma ? A. $39,985.27. 

. Puget Sound National Bank? [562] 

. $27,184.76. 

. Seattle National Bank? A. $25,252.67. 

. Dexter-Horton Company ? A. $31,275.48. 

. Canadian Bank of Commerce, Seattle? 
$342.21. 

Scandinavian-American Bank ? A. $327-95, 
Canadian Bank of Commerce, Dawson ? 

. $3,212.39. 

. Bank of British North America ? 

| el G0), 

. Valdez Bank & Mercantile Co? A. $305.29. 
. Fairbanks Branch. That is Fairbanks Creek 
branch bank? A. $4,106.80. 

Q. Fox Branch? A. $2,013.71. 

Q. Cash in vault? A. $345,063.44. 

Q. Now, all of this, except the cash that they had 
in the vault, and the gold-dust and bullion, was all 
subject to check, was it not, with the exception— 

A. How is that? 


LOPOPOOPOOOPO 


